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TEXT OF AMENDMENTS 


A Bill to amend the Act approved December 
twenty-third, nineteen hundred and thirteen, 
known as the Federal reserve Act. 

Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, That section 
four of the Act approved December twenty- 
third, nineteen hundred and thirteen, known as 
the Federal reserve Act, be amended by strik- 
ing out the sentence reading as follows: “One 
of the directors of Class C, who shall be a 
person of tested banking experience, shall be 
‘appointed, by the Federal Reserve Board as 
deputy chairman and deputy Federal reserve 


EXPLANATORY STATEMENT 


When the Federal Reserve Act was 
drafted its principal object was to deal with 
national problems of banking and currency. 
Since its enactment, financial and economic 
conditions in the United States have under- 
gone far-reaching changes which were not 
foreseen three years ago. The United States 
has grown to be a world pewer in financial 
affairs and it seems necessary that the Act, 
which has proved of such great value in the 
treatment of our domestic problems, should 
now be amended in order to enable us to deal 
effectively with the new international prob- 
lems which seem destined to play so important 
a part in our economic life. The banking sys- 
tem of the United States should be prepared 
to meet effectively two conditions of opposite 
character—one, the excessive and uncontrolled 
inflow of gold, the other the excessive and un- 
regulated outflow of gold. The amendments 
proposed are designed to provide means of 
controlling an over-extension of loans based on 
new accretions to our gold stock and to provide 
for the mobilization and concentration of the 
gold holdings of the United States so that the 
flow of gold back into Europe, or to South 
America or to the Orient, may be arranged 
without forcing any violent contraction of 
loans or causing undue disturbance to legiti- 
mate business. 

Amendment of Section 4 to abolish the 
title and office of deputy Federal reserve 
agent, thus having two unattached Class “C” 
directors instead of one as at ~resent, and to 
create the position of assistant Federal reserve 
agent, who shall not be a director of the bank, 
but who shall be a salaried, bonded officer in 
the Federal reserve agent’s department, serv- 
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agent, to exercise the powers of the chairman 
of the board and Federal reserve agent in case 
of absence or disability of his principal,” and 
by adding in place thereof the following: 

“Subject to the approval of the Federal Re- 
serve Board, the Federal reserve agent shall 
appoint one or more assistants. Such assist- 
ants, who shall be persons of tested banking 
experience, shall assist the Federal reserve 
agent in the performance of his duties and 
shall also have power to Act in his name and 
stead during his absence or disability. The 
Federal reserve agent may require such bonds 
of his assistants as he may deem necessary for 
his own protection. Assistants to the Federal 
reserve agent shall receive an annual compen- 
sation to be fixed and paid in the same manner 
as that of the Federal reserve agent.” 


Sec. 2. That section nine be amended by 
adding a sub-section (a) to read as follows: 

“Sec. 9a. That any mutual savings bank 
or association operatine under the laws of any 
State may make application to the Federal 
Reserve Board for the right to become an asso- 
ciate member of the Federal reserve bank of 
the district in which such savings bank or 
association is located. 

“The Federal Reserve Board, under such 
rules and regulations as it may prescribe, may 
permit such bank or association to become an 
associate member of the Federal reserve bank, 
but such board, before granting any applica- 
tion, shall require satisfactory evidence that 
the laws of the State in which the applying 
bank or association is located authorize such 
bank or association to engage in the business 
of a mutual savings bank and provide for a 
proper supervision over the operations of such 
bank or association. 

“Any mutual savings bank or association 
which becomes an associate member of a Fed- 
eral reserve bank shall agree to comply with 
all the provisions of section nineteen of this 
Act. Such associate members shall be entitled 
to all the clearing privileges granted to mem- 
ber banks, and Federal reserve banks shall be 
authorized to discount the promissory notes of 
such associate members having a maturity of 
not more than thirty days and which are se- 
cured (a) by paper eligible for rediscount un- 
der section thirteen of the Federal reserve 
Act; (b) by United Sta‘es bonds; (c) by such 
municipal warrants as Federal reserve banks 
are authorized to purchase under the provis- 
ions of section fourteen of the Federal reserve 
Act;‘or (d) by commercial paper or bankers’ 
acceptances bearing the sirnature of not less 
than three persons, firms, or corporations.” 


SEc. 3. That clause (c) of section eleven 
be, and is hereby amended by adding at the end 
thereof the following sentence: 

“The Federal Reserve Board shall also have 

ower, whenever extraordinary conditions 
justify, to increase from time to time for 
periods not exceeding thirty days, on the 
affirmative vote of five of its members, the 
amount of balances required by this Act to be 
maintained by member banks with their re- 


EXPLANATORY STATEMENT 


ing at all times as an assistant to the Federal 
reserve agent and qualified to act for the agent 
in his absence. Experience uas shown that 
there is difficulty in filling the office of deputy 
Federal reserve agent. ‘inis officer is required 
to have the same qualifications as the Federal 
reserve agent; he must have had banking ex- 
perience and he must not be an officer, director 
or stockholder in any bank. At the same time 
he is not as a rule a salaried officer, and re- 
ceives only the customary fees paid directors 
for attendance upon meetings, and he is 
obliged to be prepared to assume the duties 
of the Federal reserve agent in case of the 
absence or disability of that officer, which in- 
volves a transfer and audit of securities and 
accounts. It is believed that the change sug- 
gested will operate to fix responsibility more 
definitely and will give the Board more lati- 
tude in the selection of the Class “C” direc- 
tors other than the Federal reserve agent. 


Amendment of Section 9 to authorize mu- 
tual savings banks not having capital stock to 
become associate members of the Federal re- 
serve system under certain prescribed condi- 
tions. The principal beneficiaries of- this 
amendment would be the mutual savings banks 
of the Eastern and New England States, 
which can not become members of the Federal 
reserve svstem under the present law owing 
to the lack of any provision enabling them to 
subscribe for capital stock of a Federal re- 
serve bank, as they have no capitalization of 
their own upon which a percentage could be 
based. They would be required to carry a re- 
serve balance with the Federal reserve bank 
against their time deposits in the same pro- 
portion as member banks; and the accommo- 
dations pronosed for mutual savings banks are 
limited strictly to the discount of their thirty- 
day obligations properly secured. 


(The Banking and Currency Committee of the 
House refused to approve this provision. Opposition 
was encountered from commercial bankers who 
argued that the mutual savings banks would be gain- 
ing privileges accorded only to commercial banks 
without sharing the same responsibilities. Mutual 
savings bank officials were not keen in their sup- 
port. Some of them object to the reserve require- 
ments. Others argue that the laws under which the 
savings banks operate will have to be revised so that 
they may invest in paper and securities acceptable 
to the reserve banks. Safety and the desire for 
banking stability were the motives for the amend- 
ment. In times of stress runs start on the savings 
banks. If they were assured of supplies of currency 
they could not only meet all demands, but there 
would be no unusual demands to meet. It is a sav- 
ings bank axiom that when depositors know they 
can get their money they don’t want it.) 


Amendment of Section 11 so as to permit 
the Federal Reserve Board to raise reserve re- 
quirements in emergencies, just as it is now 
empowered in certain contingencies of a dif- 
ferent kind to lower those requirements. 

This provision would, if adopted, enable 
the Federal Reserve Board in prolonged peri- 
ods of extreme ease in the money market to 
check any tendency toward excessive loans or 
other forms of undue extensions of credit. 
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spective Federal reserve banks: Provided, 
Such increase shall at no time exceed twenty 
per centum of such balances and shall be at 
the same rate for all member banks of any one 
district: And provided further, That the Fed- 
eral Reserve Board shall make a report to 
Congress in writing setting forth the con- 
ditions on which such action is based.” 


Sec. 4. That the first paragraph of section 
thirteen be further amended so as to read as 
follows: 

“Any Federal reserve bank may receive 
from any of its member banks and.from the 
United States deposits of current funds in 
lawful money, national-bank notes, Federal re- 
serve notes, or checks and drafts payable upon 
presentation, and also for collection, maturing 
notes arid bills; or, solely for purposes of ex- 
change or of collection, may receive from other 
Federal reserve banks deposits of current 
funds in lawful money, national-bank notes, or 
checks upon other Federal reserve banks and 
checks and drafts payable upon presentation 
within its district and maturing notes and bills 
payable within its district; or, solely for the 
purpose of exchange or of collection, may re- 
ceive from any nonmember bank or trust com- 
pany deposits of current funds in lawful 
money, national-bank notes, Federal reserve 
notes, checks, and drafts payable upon presen- 
tation or maturing notes and bills: Provided, 
Such nonmember bank or trust company main- 
tains with the Federal reserve bank of its 
district a balance in an amount to be deter- 
mined by the Federal Reserve Board under 
such rules and regulations as it may pre- 
scribe.” 


Sec. 6. That the fifth paragraph of section 
thirteen be, and is hereby, amended so as to 
read as follows: , 

“Any member bank may accept drafts or 
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(This amendment has been attacked as-an at- 
tempt on the part of the Federal Reserve Board to 
secure increased powers. There is apparently no 
justification for this allegation. The powers of the 
Reserve Board are already ample to permit it to do 
irreparable damage if it so desired. Any amplifica- 
tion of these powers is sought for other reasons than 
pride in authority. The Federal Reserve Act now 
authorizes the Board to suspend reserve require- 
ments for thirty days in an emergency. This new 
power is the complement of that. The Federal re- 
serve law was framed in the fear of panic. The 
war in Europe is teaching that inflation, resulting 
from peculiar commercial activity, is as much to be 
guarded against. Conceivably the time may come 
when a strengthening of reserves is at least as im- 
portant as their suspension under contrary circum- 
stances. Banks that decline to do their share in up- 
holding the situation in such cases can be compelled 
to do so instead of profiting by the sacrifices of com- 
petitors. The proposal is no more dangerous than 
that permitting the suspension of reserves and just 
about as likely to be exercised. If it is not finally 
approved, no particular harm is in prospect.) 


Amendment of Section 13 to permit non- 
member state banks and trust companies, even 
though too small to be eligible for membership 
in the Federal reserve banks, to avail them- 
selves of the clearing and collection facilities 
of the Federal reserve banks, provided that 
they cover at par checks on themselves sent 
for collection by the Federal reserve bank, and 
provided further that they keep a compensat- 
ing balance with the Federal reserve bank in 
an amount to be determined under rules pre- 
scribed by the Federal Reserve Board. This is 
not intended to operate as an extension of any 
of the privileges of the Federal reserve system 
to non-member banks at the expense of mem- 
bers, but on the contrary the amendment is 
proposed primarily for the convenience of the 
public and incidentally for the benefit of the 
member banks. It is contemplated that the 
compensating balances which non-member 
banks participating in the clearing plan will 
be required to keep with Federal reserve 
banks, will be sufficiently large to protect 
member banks and justify Federal reserve 
banks in undertaking the service. Any clear- 
ing and collection plan to be effective must be 
so comprehensive as to include all checks. At 
present the par lists of the Federal reserve 
banks include the names of bank checks on 
which can be collected in any circumstances at 
a minimum of time and expense, but do not 
embrace a large number of towns in every 
state where there are no member banks; and 
in order to make collections on such points 
many banks are obliged to maintain accounts 
in addition to their reserve accounts with the 
Federal reserve banks. A necessary factor in 
any successful clearing plan is the off-set, 
whereby balances only require settlement in- 
stead of the total volume of transactions. As 
long as the clearing system does not embrace 
all of the banks this off-set is lost in a corre- 
sponding degree and the value of the system 
diminished in proportion. 

Amendment of Section 18 to restore the 
provision which was by error stricken from 
the Act in the amendments of September 7, 
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bills of exchange drawn upon it having not 
more than six months sight to run, exclusive 
of days of grace, which grow out of transac- 
tions involving the importation or exportation 
of goods; or which grow out of transactions 
involving the domestic shipment of goods pro- 
vided shipping documents conveying or secur- 
ing title are attached at the time of accept- 
ance; or which are secured at the time of ac- 
ceptance by a warehouse receipt or other such 
document conveying or securing title covering 
readily marketable staples. No member bank 
shall accept, whether in a foreign or domestic 
transaction, for any one person, company, firm, 
or corporation to an amount equal at any time 
in the aggregate to more than ten per centum 
of its paid-up and unimpaired capital stock 
and surplus, unless the bank is secured either 
by attached documents or by some other actual 
security growing out of the same transaction 
as the acceptance; and no bank shall accept 
such bills to an amount equal at any time in 
the aggregate to more than one-half of its 
paid-up and unimpaired capital stock and sur- 
plus: Provided, however, That the Federal 
aveserve Board, under such general regulations 
as it may prescribe, which shall apply to all 
banks alike regardless of the amount of capi- 
tal stock and surplus, may authorize any mem- 
ber bank to accept such bills to an amount not 
exceeding at any time in the aggregate one 
hundred per centum of its paid-up and unim- 
paired capital stock and surplus: Provided, 
however. That the aggregate of acceptances 
growing out of domestic transactions shall in 
no event exceed fifty per centum of such capi- 
tal stock and surplus.” 

Sec. 6. That section sixteen, paragraphs 
two, three, four, five, six, and seven, be further 
— and reenacted so as to read as fol- 
ows: 

“Any Federal reserve bank may make appli- 
cation to the local Federal reserve agent for 
such amount of the Federal reserve notes here- 
inbefore provided for as it may require. Such 
application shall be accompanied with a tender 
to the local Federal reserve agent of collateral 
in amount equal to the sum of the Federal re- 
serve notes thus applied for and issued pur- 
suant to such application. The collateral se- 
curity thus offered shall be notes, drafts, bills 
of exchange, or acceptances rediscounted un- 
der the provisions of section thirteen of this 
Act, or bills of exchange indorsed by a mem- 
ber bank of any Federal reserve district and 
purchased under the provisions of section 
fourteen of this Act, or bankers’ acceptances 
purchased under the provisions of said section 
fourceen, or gold or gold certificates, but in .no 
event shall such collateral security, whether 
gold, gold certificates, or eligible paper, be less 
than the amount of Federal reserve notes ap- 
plied for. The Federal reserve agent shall 
each day notify the Federal Reserve Board of 
all issues and withdrawals of Federal reserve 
notes to and by the Federal reserve bank to 
which he is accredited. The said Federal Re- 
serve Board may at any time call upon a Fed- 
eral reserve bank for additional security to 
protect the Federal reserve notes issued to it. 

“Every Federal reserve bank shall maintain 
reserves in gold or lawful money of not less 
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1916, thus restoring to national banks, with 
the approval of the Federal Reserve Board, 
the right to accept up to 100 per cent. of their 
capital and surplus in transactions involving 
imports or exports. 


The Federal reserve note, which is an obh- 
gation of the United States secured by an 
ample reserve of gold and commercial paper, 
is accepted as willingly by the public as a 
national bank note or any other form of cur- 
rency and the public does not discriminate be- 
tween different forms of United States cur- 
rency. Federal reserve note circulation has 
been substituted for gold certificates to the 
extent of about $300,000,000. 

Under the present law this gold is de- 
posited with the Federal reserve agents in 
redemption of the Federal reserve notes issued 
against it. The note so provided for thereby 
in effect ceases to be an obligation of the 
Federal reserve bank; but as the gold does not 
figure as an asset of the Federal reserve banks 
the Federal reserve banks are unable to show 
the greater strength which might be evidenced 
if the law permitted, as proposed in the 
amendments, the issuance of Federal reserve 
notes not only against commercial paper, but 
also against gold or against either, provided 
always that every Federal reserve note must 
be covered by at least 100 per cent. of com- 
mercial paper or gold, and that there must 
always be a gold reserve of not less than 40 
per cent. against all outstanding Federal re- 
serve notes. 

(Authorization for the acceptance by the Fed- 
eral reserve agent of “gold or gold certificates” as 
“collateral in amount equal to the sum of the Fed- 
eral reserve notes thus applied for” and the a 
of such gold or gold certificates “as part of the gol 
reserve which such bank is required to maintain 
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than thirty-five per centum against its depos- 
its and reserves in gold of not less than forty 

er centum against its Federal reserve notes 
in actual circulation: Provided, however, That 
-when the Federal reserve agent holds gold or 
gold certificates as collateral for Federal re- 
serve notes issued to the bank such gold or 
gold certificates shall be counted as part of 
the gold reserve which such bank is required 
to maintain against its Federal reserve notes 
in actual circulation. Notes so paid out shall 
bear upou their faces a distinctive letter and 
serial number, which shall be assigned by the 
Federal Reserve Board to each Federal reserve 
bank. Whenever Federal reserve notes issued 
through one Federal reserve bank shall be re- 
ceived by another Federal reserve bank they 
shall be promptly returned for credit or re- 
demption to the Federal reserve bank through 
which they were originally issued or, upon di- 
rection of such Federal reserve bank, they 
shall be forwarded direct to the Treasurer of 
the United States to be retired. No Federal 
reserve bank shall pay out notes issued 
through another under penalty of a tax of ten 
per centum upon the face value of notes so 
paid out. Notes presented for redemption at 
the Treasury of the United States shall be 
paid out of the redemption fund and returned 
to the Federal reserve banks through which 
they were originally issued, and thereupon 
such Federal reserve bank shall, upon the de- 
mand of the Secretary of the Treasury, reim- 
burse such redemption fund in lawful money 
or, if such Federal reserve notes have been re- 
deemed by the Treasurer in gold or gold cer- 
tificates, then such funds shall be reimbursed 
to the extent deemed necessary by the Secre- 
tary of the Treasury in gold or gold certifi- 
cates, and such Federal reserve banks shail, 
so long as any of its Federal reserve notes re- 
main outstanding, maintain with the Treas- 
urer in gold an amount sufficient in the judg- 
ment of the Secretary to provide for all re- 
demptions to be made by the Treasurer. Fed- 
eral reserve notes received by the Treasurer 
otherwise than for redemption may be ex- 
changed for gold out of the redemption fund 
hereinafter provided and returned to the re- 
serve bank through which they were originally 
issued, or they may be returned to such bank 
for the credit of the United States. Federal 
reserve notes unfit for circulation shall be re- 
turned by the Federal reserve agents to the 
Comptroller of the Currency for cancellation 
and destruction. 

“The Federal Resérve Board shall require 
each Federal reserve bank to maintain on de- 
posit in the Treasury of the Uinted States a 
sum in gold sufficient in the judgment of the 
Secretary of the Treasury for the redemption 
of the Federal reserve notes issued to such 
bank, but in no event less than five per centum 
of the total amount of notes issued less the 
amount of gold or gold certificates held by the 
Federal reserve agent as collateral security; 
but such deposit of gold shall be counted and 
included as part of the forty per centum re- 
serve hereinbefore required. ‘‘he board shall 
have the right, acting through the Federal re- 
serve agent, to grant, in whole or in part, or 
to reject entirely the application of any Fed- 
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against its Federal reserve notes in actual circula- 
tion” is the proposal of vital importance. It is the 
suggestion of financial preparedness. It marks the 
solemn judgment of the Federal Reserve Board as 
to the first requisite to meet the after-the-war prob- 
lem. It is the method by which gold is to be re- 
moved as circulation—its most uneconomical func- 
tion—and made to work only as bank reserve—its 
most economical function. For circulation purposes 
reserve notes are as good as gold; for reserve pur- 
poses nothing else is of value. Aside from this the 
strength of the reserve banks is not now great 
enough to stand the possible inroads that may come 
after the war. They can be made strong enough to 
withstand any demand only when they hold as free 
gold the yellow metal which is now in circulation and 
useless in the vaults of banks. In his address at the 
Kansas City convention (printed in the October 
issue) Mr. Warburg presented the arguments fo 

this amendment. : 


Of approximately two and three-quarter 
billions of gold in this country there are heid 
or controlled by Federal reserve banks about 
$736,000,000, of which Federal reserve agents 
hold $283,000,000 as a security for Federal re- 
serve notes outstanding, and $453,000,000 is 
reserve money and must therefore be used 
conservatively. But even assuming that the 
Federal reserve banks were willing to reduce 
their gold reserves to 40 per cent. of their 
deposits and note liability (which would be 
regarded as a minimum and in norma! times 
would be inadequate) the amount of free gold, 
i. e., the amount of gold that the Federal re- 
serve banks would lose before reaching this 40 
per cent. minimum, would be a little more than 
$375,000,000. While this is a very large sum 
its sufficiency can not safely be assumed when 
we consider the wide scope of our transactions 
in world finance and the phenomenal growth 
of our own credit structure. 

It is estimated that there are now in the 
hands of the public, 2. e., outside the treasury 
and the banks, over $800,000,000 in gold and 
gold certificates, and that there are at present 
held in the vaults of member banks about 
$815,000,000 of reserve money of which $540,- 
000,000 is gold coin or gold certificates. ‘There 
should be added to this estimate about $600,- 
000,000 of lawful money in the vaults of non- 
member state banks and trust companies, 
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eral reserve bank for Federal reserve notes; 
but to the extent that such application may be 
granted the Federal Reserve Board shall, 
through its local Federal reserve agent, supply 
Federal reserve notes to the bank so applying, 
and such bank shall be charged with the 
amount of notes issued to it and shall pay such 
rate of interest as may be established by the 
Federal Reserve Board on only that amount of 
such notes which equals the total amount of 
its outstanding Federal reserve notes less the 
amount of gold or gold certificates held by the 
Federal reserve agent as collateral security. 
Federal reserve notes issued to any such bank 
shall, upon delivery, together with such notes of 
such Federal reserve bank as may be issued un- 
der section eighteen of this Act upon security 
of United States two per centum Government 
bonds, become a first and paramount lien on all 
the assets of such bank. 

“Upon the request of the Secretary of the 
Treasury the Federal Reserve Board shall re- 
quire the Federal reserve agent to transmit to 
the Treasurer of the United States so much of 
the gold held by him as collateral security for 
Federal reserve notes as may be required for 
the exclusive purpose of the redemption of 
such Federal reserve notes, but such gold when 
deposited with the Treasurer shall be counted 
and considered as if collateral security on de- 
posit with the Federal reserve agent. 

“Any Federal reserve bank may at its dis- 
cretion withdraw collateral deposited with the 
local Federal reserve agent for the protection 
of its Federal reserve notes issued to it, and 
shall at the same time substitute therefor 
other collateral of equal amount with the ap- 
proval of the Federal reserve agent under 
regulations to be prescribed by the Federal Re- 
serve Board. Any Federal reserve bank may 
retire any of its Federal reserve notes by de- 
positing them with the Federal reserve agent 
or with the Treasurer of the United States, 
and such Federal reserve bank shall thereupon 
be entitled to receive back the collateral de- 
posited with the Federal reserve agent for the 
security of such notes. Federal reserve banks 
shall not be required to maintain the reserve 
or the redemption fund heretofore provided 
for against Federal reserve notes which have 
been retired; nor shall they be further liable 
to pay any interest charge which may have 
been imposed thereon by the Federal Reserve 
Board. Federal reserve notes so deposited shall 
not be reissued except upon compliance with 
the conditions of an original issue.” 

Sec. 7. That section seventeen be, and is 
hereby, amended so as to read as follows: 

“Sec. 17. So much of the provisions of sec- 
tion fifty-one hundred and fifty-nine of the Re- 
vised Statutes of the United States and section 
four of the Act of June twentieth, eighteen 
hundred and seventy-four, and section eight of 
the Act of July twelfth, eighteen hundred and 
eighty-two, and of any other provisions of ex- 
isting statutes as require that before any na- 
tional banking associations shall be authorized 
to commence banking business it shall trans- 
fer and deliver to the Treasurer of the United 
States a stated amount of United States reg- 
istered bonds, and so much of those provisions 
or of any other provisions of existing statutes 
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Amendment of Section 17 to cancel the 
provision of the National Bank Act which re- 
uires national banks to maintain a minimum 
eposit of government bonds with the Treas- 
urer of the United States. National banks 
are no longer required to keep —- a 
minimum amount of circulating notes, and a 
newly-organized bank is not obliged to pur- 
chase or carry any bonds of the United States; 
but there are a number of national banks or- 
ganized before the passage of the Federal Re- 
serve Act which have retired their national 
bank circulation in full, yet they are, under a 
construction of the old law, required to keep 
on deposit with the Treasurer of the United 
States, a certain minimum of United States 
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as require any national banking associations 
now or hereafter organized to maintain a mini- 
mum deposit of such bonds with the Treasurer 
is hereby repealed.” 

Sec. 8. That paragraph five of section 
eighteen be, and is hereby, amended so as to 
read as follows: 

“Upon the deposit with the Treasurer of the 
United States of bonds so purchased, or any 
bonds with the circulating privilege acquired 
under section four of this Act, or any three 
per centum one-year gold notes issued in ac- 
cordance with the provisions of this section, 
any Federal reserve bank making such deposit 
in the manner provided by existing law for the 
deposit by national banks of bonds bearing the 
circulating privilege shall be entitled to re- 
ceive from the Comptroller of the Currency 
circulating notes in blank, registered and 
countersigned as provided by law, equal in 
amount to the par value of the notes or bonds 
so deposited. Such circulating notes shall be 
obligations of the Federal reserve bank pro- 
curing the same, and shall be in form pre- 
scribed by the Secretary of the Treasury, and 
to the same tenor and effect as national bank 
notes now provided by law. They shall be is- 
sued and redeemed under the same terms and 
conditions as national bank notes, except that 
they shall not be limited to the amount of the 
capital stock of the Federal reserve bank issu- 
ing them. Circulating notes of Federal re- 
serve banks secured by three per centum one- 
year gold notes shall be subject to the same 
tax imposed by law on circulating notes which 
are secured by three per centum bonds of the 
United States.” 


Sec. 9. That section nineteen be amended 
and reenacted so as to read as follows: 

“Sec. 19. Demand deposits within the mean- 
ing of this Act shall comprise all deposits pay- 
able within thirty days, and time deposits shall 
comprise all deposits payable after thirty days, 
all savings accounts and certificates of deposit 
which are subject to not less than thirty days’ 
notice before payment, and all postal savings 
deposits. 

“Every bank, banking association, or trust 
companv which is or which becomes a member 
of any Federal reserve bank shall establish 
and maintain reserve balances with its Federal 
reserve bank as follows: 

oy (a) If not in a reserve or central reserve 

city, as now or hereafter defined, it shall hold 
and maintain with the Federal reserve bank 
of its district an actual net balance equal to 
not less than seven per centum of the aggre- 
gate amount of its demand deposits and three 
per centum of its time deposits. 

“ (b) If in a reserve city, as now or here- 
after defined, it shall hold and maintain with 
the Federal reserve bank of its district an 
actual net balance equal to not less than ten 
per centum of the aggregate amount of its de- 
mand deposits and three per centum of its 
time deposits. 

“(c) If in a central reserve city, as now or 
hereafter defined, it shall hold and maintain 
with the Federal reserve bank of its district 
an actual net balance equal to not less than 
thirteen per centum of the aggregate amount 
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bonds. The Board feels that it is just to these 
banks that they be relieved of this obligation. 


Amendment of Section 18 so as to give 
to United States one-year 3 per cent. gold 
notes in the hands of Federal reserve banks 
the circulation privilege for the issuance of 
Federal reserve bank notes, such circulation 
to be taxed at the same rate as circulating 
notes, which are secured by 3 per cent. bonds 
of the United States. In the opinion of the 
Board it is desirable to extend this privilege 
to the Federal reserve banks in order that 
they mav have additional means of protectin 
themselves at times when there is an enadaal 
demand for currency. 


The control of gold by Federal reserve 
banks in times of abundance such as at pres- 
ent, will decrease the danger of inflation of 
domestic credits and at the same time will 
enable the country when the tide turns to 
part with large sums of gold with less incon- 
venience or shock, thus enabling us more 
safely and effectively to proceed with the de- 
velopment of our foreign trade and to give 
the necessary credit facilities for its extension. 
The United States should be in a position to 
face conditions which may call for an outflow 
of gold without any disturbances of our own 
or to the world’s business, and without making 
necessary drastic changes in our interest or 
discount rates. The amendments suggested 
by the board are designed to enable the Fed- 
eral reserve banks to withdraw gold from ac- 
tual circulation while enabling member banks 
at the same time to release gold which at pres- 
ent is tied up in their own vaults. The amend- 
ments are based upon the theory that all of 
the individual banks should strengthen the 
gold holdings of the Federal reserve banks. 
The country’s holdings of gold are not used 
most effectively when they are in the vaults 
of a large number of banks scattered all over 
the country, but its greatest use would come 
from concentrating it to a greater degree in 
the vaults of the Federal reserve banks, where 
it can be effectively protected when not re- 
quired and effectively used when needed. The 
member bank does not require gold with which 
to supply’ the ordinary demands of its de- 
positors so much as currency. 
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TEXT OF AMENDMENTS 


of its demand deposits and three per centum of 
its time deposits. 

“Every member bank shall maintain in its 
pwn vaults for till money an amount of specie 
or currency equal to at least five per centum 
of its demand deposits less the amount of those 
balances with the Federal reserve bank which 
are in excess of the minimum balances re- 
quired by this section. 

“No member bank shall keep on deposit with 
ary nonmember bank a sum in excess of ten 
per centum of its own paid-up capital and sur- 
plus. No member bank shall act as a medium 
or agent of a nonmember bank in applying for 
or receiving discounts from a Federal reserve 
bank under the provisions of this Act, except 
by permission of the Federal Reserve Board. 

“The required balance carried by a member 
bank with a Federal reserve bank may, under 
the regulations and subject to such penalties 
as may be prescribed by the Federal Reserve 
Board, be checked against and withdrawn by 
such member bank for the purpose of meeting 
existing liabilities: Provided, however, That 
no bank shall at any time make new loans or 
shall pay any dividends unless and until the 
total balance required by law is fully restored. 

“In establishing the balances required by 
this Act the net difference of amounts due to 
and from other banks shall be taken as the 
basis for ascertaining the deposits against 
which required balances with Federal reserve 
banks shall be determined. 

“National banks, or banks organized under 
local laws, located in Alaska or in a depend- 
ency or insular possession or any part of the 
United States outside the continental United 
States may remain nonmember banks, and 
shall in that event maintain reserves and com- 
ply with all the conditions now provided by 
law regulating them; or said banks may, with 
the consent of the Federal Reserve Board, be- 
come member banks of any one of the reserve 
districts, and shall in that event take stock, 
maintain reserves, and be subject to all the 
other provisions of this Act.” 

Sec. 10. That that part of section twenty- 
two which reads as follows: “Other than the 
usual salary or director’s fees paid to any 
officer, director, or employee of a member bank 
and other than a reasonable fee paid by said 
tank to such officer, director, or employee for 
services rendered to such bank, no officer, di- 
rector, employee, or attorney of a member 
bank shall be a beneficiary of or receive, di- 
rectly or indirectly, any fee. commission, gift, 
or business of the bank,” be, and hereby is, 
oman and reenacted so as to read as fol- 
ows: 

“Other than the usual salary or director’s 
fae paid to any officer, director, employee, or 
attorney of a member bank, and other than a 
reasonable fee paid by said bank to such officer, 
director, employee, or attorney for services 
rendered to such bank, no officer, director, em- 
ployee, or attorney of a member bank shall be 
a beneficiary of or receive, directly or indi- 
rectly, any fee, commissiun, gift, or other con- 
sideration for or in connection with any trans- 
action or business of the bank: Provided, how- 
ever, That nothing in this Act contaihed shall 
be construed to prohibit a director, officer, or 


EXPLANATORY STATEMENT 


It is from this point of view that the 
Federal Reserve Board has proposed that 
Congress increase the required reserves to be 
maintained by member banks with the Fed- 
eral reserve banks. On November 17, 1916, 
the cash holdings of all member banks were 
about $815,000;000. Under the _ proposed 
amendment of Section 19, $250,000,000 of this 
amount would be transferred to the Federal 
reserve banks. Hence the Board believes that 
ultimately the law should require of member 
banks no more than that they should maintain 
specified balances with the Federal reserve 
banks in amounts adequate to supply the 
necessary reserve basis, and that the Federal 
reserve banks must have sufficient reserves of 
gold with which to protect all obligations, but 
that there should, however, be no legal re- 
quirement as to the amount of currency that 
a member bank should carry in its own vault. 
This is a matter of business judgment that 
might well be left to the discretion of each 
member bank. It was thought, however, that 
if this principle were carried into full effect 
at this time, the step might be considered too 
extreme,. particularly under present condi- 
tions, and nothing should be done that might 
tend to a further release of reserve money. 

A minimum amount of currency that the 
member banks should be required to keep in 
their vaults is, therefore, prescribed. The 
amount suggested is 5 per cent. of the demand 
deposits, so that the total requirements—cash 
and reserve—will remain practically’ un- 
changed. While the effect of some of the pro- 
posed changes will be to reduce somewhat the 
reserve requirements, the reserves will be in- 
creased by the abrogation of the practice 
hitherto observed of counting items in transit 
or “float” as reserve. The permission given 
member banks to use their own discretion as 
to the character of currency in their vaults, 
will enable them to release the gold they now 
hold, with the important result that the sub- 
stitution of Federal reserve notes for gold and 
gold certificates will be facilitated by this 
change in the law. Without some such change 
member banks will continue to ask for gold 
certificates in small denominations, because as 
long as they must have gold or lawful money 
to count as reserve it would be impossible for 
the banks to exchange them for Federal re- 
serve notes. 


(Proposed changes in reserve provisions affect 
only the place of deposit and the kind of money. 
Under this proposal the reserve banks become the 
only holders of real reserves. The suggestion is self- 
explanatory unless it is timely to state that under 
the present arrangement there are reserve banks but 
reserves are carried elsewhere.) 


Amendment of Section 22—the penal 
statute—so as to define more clearly the rights 
and limitations of directors in the matter of 
accepting fees or compensation other than the 
ordinary fees paid directors for legitimate 
services rendered in the regular course of busi- 
ness, the performance of which service is not 
incumbent upon them in their capacity as di- 
rectors. 
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employee from receiving the same rate of in- 
terest paid to other depositors for similar de- 
posits made with such bank, or to prohibit a 
director. who is not an officer or employee from 
receiving, directly or indirectly, the usual and 
customary commissions or fees for services ren- 
dered in buying and selling securities or other 
investments for or on account of such bank; 
but in this latter case the action of the board 
of directors in directing each purchase or sale 
of such securities or other investments must 
be by an affirmative vote or written assent of 
at least three-fourths of the members of the 
board exclusive of the director interested and 
must be recorded in the minutes of the meet- 
ing of said board, such minutes to specify the 
name of the director and the firm or corpora- 
tion with which he is connected, if any, 
through which such order is to be exacted, to- 
gether with the amount of the fee or commis- 
sion to be paid on each transaction: And pro- 
vided further, That notes, drafts, bills of ex- 
change, or other evidences of debt executed or 
indorsed by directors of a member bank may 
be discounted with such member bank on the 
same terms and conditions as other notes, 
drafts, bills of exchange, or evidences of debt 
upon the affirmative vote or written assent of 
at least three-fourths of the members of the 
board of directors of such member bank. 

Sec. 11. That section twenty-five be amend- 
ed by adding a subsection (a) to read as fol- 
lows: 

“Sec. 25a. That any member bank located 
in a city or incorporated town of more than 
one hundred thousand inhabitants and possess- 
ing a capital and surplus of $1,000,000 or more 
may, under such rules and regulations as the 
Federal Reserve Board may prescribe, estab- 
lish branches, not to exceed ten in number, 
within the corporate limits of the city or town 
in which it is located: Provided, That no such 
branch shall be established in any State in 
which neither State banks nor trust companies 
may lawfully establish branches.” 


National bank notes “shall be received at 
par in all parts of the United States in payment. 
of taxes, excises, public lands and all other dues 
to the United States, except duties on imports; 
and also for all salaries and other debts and de- 
mands owing by the United States to indi- 
viduals, corporations, and associations within the 
United States, except interest on the public 
debt, and in redemption of the natienal cur- 
rency.”—Act of June 3, 1864. 

“Under this plan Federal reserve banks will 
receive at par irom their member banks checks 
on all member banks, and on non-member banks 
whose checks can be collected at par by any 
Federal reserve bank. Member banks will be 
required by the Federal Reserve Board to pro- 
vide funds to cover at par all checks received 
from or for the account of their Federal reserve 


THE LETTER AND THE SPIRIT OF THE LAW 
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Amendment of Section 25 to authorize 
member banks located in cities of more than 
100,000 population and which have a capital 
and surplus of more than $1,000,000 to estab- 
lish branches in the same city, provided the 
state laws do not prohibit state banks and 
trust companies from establishing branches. 


(The Americar Bankers Association, at its 
Kansas City [1916] Convention, went on record as 
opposed to domestic branch banking.) 


banks: Provided, however, that a member bank 
may ship lawful money or Federal reserve notes 
from its own vaults at the expense of the Fed- 
eral reserve bank to cover any deficiency which 
may arise because of and oniy in the case of 
inability to provide items to off-set checks re- 
ceived from or for the account of its Federal 
reserve bank.”—Circular No. 1, Series of 1916, 
of the Federal Reserve Board. 

There is no particular relation between this 
provision of the National Bank Act and the reguia- 
tions of the Federal Reserve Board. But the Fed- 
eral Reserve Board is not sufficiently enamored of 
the national bank currency to pay the freight on it. 
And yet it is the pride of the advocates of the patch- 
work currency that a dollar of one kind is just as 


good and just as acceptable as a dollar of any other 
kind. 
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PREPAREDNESS AND THE REVENUES 
BY HON. CLAUDE KITCHIN 


(The JOURNAL of the American Bankers Association is pleased to present to its readers the accom- 


panying article by Majority Leader Kitchin. 


feelings with regard to the attitude Mr. Kitchin implies upon preparedness. 
the country’s foremost opponents of the larger preparedness movement. 


The pleasure it takes in doing so is not colored at all by its 


Mr. Kitchin has been one of 
He has claimed consistently that he 


was not a “peace at any price” man, but that the American navy, as it was being developed before the new 
army and navy bills were passed, was sufficient to meet the nation’s needs. Mr. Kitchin’s demands for seri- 
ous consideration of the volume of preparedness expenditures is salutary as apart from the electorate’s 


prejudices and predilections regaraing preparedness. 


His remarks as to the unwisdom of cutting out cer- 


tain other appropriations because of the exigencies of defense should be considered along with the fact that 
his own record in Congress has never been besmirched by the charge that he used his influence to secure 
“pork” for his constituency down in North Carolina.—Editor’s Note.) 


HE American government is spending money 
T so fast for increases in the army and navy 
and for fortifications that it is time for us 

to take stock more carefully in the relationship be- 
tween these expenditures and the revenue. The peo- 
ple of the country undoubtedly will be amazed at the 
statement that the preparedness, together with the 
pensioning of soldiers who participated in previous 
wars already have eaten up the total income of the 
government from taxation. Whether or not this 


amazement will tend to diminish the popular fervor 
for the preparedness movement is a matter with 
which I am not directly concerned at this time, but 
I do believe that it is the duty of responsible states- 
manship to bring the voters of the nation to a more 


accurate realization of the cost of the movement to 
which the government has committed itself. 

The Treasury Department estimates that the 
revenue to be derived from all sources of taxation 
under existing laws for the ensuing fiscal year, 
namely the fiscal year 1918, will be $933,000,000, 
to employ round numbers. That sum would include 
the estimated revenue to be derived from the new 
taxes levied at the last session of Congress—a total 
of approximately $200,000,000 more than was ever 
raised before. The total amount of estimated ex- 
penditures for the army and navy and for fortifica- 
tions in the ensuing fiscal year is $788,000,000, and 
the pension budget totals $155,000,000. Thus there 
will be expended upon instrumentalities of war and 
the maintenance of those who have participated in 
war a total of $943,000,000, unless the Congress 
exercises greater frugality than the executive de- 
partments have shown ir making up their estimates. 

It will be seen that the estimated expenditures 
for these purposes will exceed by $10,000,000 the 
total estimated taxation revenue of the government. 
It is seriously to be questioned whether any other 
nation ever faced such a situation as this either in 
war or peace. It is absolutely certain, of course, that 
no other nation in modern times ever authorized such 
a lavish outlay of its resources. Think of it, a sum 
$10,000,000 greater than the total taxation revenue 
of the government to be expended upon war pre- 


paredness and war pensions, while a necessity is 
created that all of the other needs of the government 
be provided for through increases in taxation. 

The situation suggests many novel and inter- 
esting thoughts. Has the time come when all of the 
other activities of the government are of such shal- 
low importance as compared with this business of 
building armed ships and buying cannon and drill- 
ing men to be soldiers and sailors? As the day of 
peace in Europe draws near and the sparks of that 
conflagration disappear from international skies, it 
is well that we should pause to reflect upon what 
seems to me the disproportionate and irrational 
ratio between the preparedness activities of the gov- 
ernment and its other beneficent activities. If the 
government were at war it could hardly devote a 
larger percentage of its revenues to the maintenance 
of its armies and of its former soldiers than it does 
at present. No pacifist argument need be involved, 
it seems to me, in the substantiation of a desire that 
the people permit their minds to dwell upon the facts 
I have set forth, My argument does not relate to 
the wisdom of the country being adequately pre- 
pared to protect itself. I have always held out for 
adequate preparation for national defense and my 
differences with the leaders of the so-called pre- 
paredness or militaristic movement have been solely 
as to the measure of army and navy develop:nent 
which would constitute adequate preparedness. 

The decision of Congress as to the extent of the 
preparedness increases has been reached. The laws 
upon the statute books fix the policies in accordance 
with which the departmental estimates I have cited 
have been determined. Presumably, it is unlikely 
that there will be a reversal or even a slight altera- 
tion in the attitude of Congress at this session. 
Therefore, the observations I have presented are 
pertinent only in so far as they apply to the opinion 
that Congress should not be neglectful of other 
phases of the government’s duty. There is a very 
considerable section of Congress opinion which holds 
that the preparedness movement ought not to bring 
the development of public buildings permanently to 
a standstill and that it ought not to effect a perma- 
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nent abatement of the rivers and harbors develop- 
ment, such as it has caused in the past two years. 


These men are not “pork hunters” and they have in: 


mind no “raid” upon the treasury. They feel, how- 
ever, that the government in such times as these, 
when there is no threat of immediate danger upon 
the horizon, ought to be engaged in many important 
enterprises other than that of preparedness and that 
the Congress should be ready to devote a proper 
part of the government’s revenue to these enter- 
prises. 

It was a consideration for this need that the 
people be impressed with the fact that a large pro- 
portion of the government’s income is being devoted 
to the army and navy that moved the Ways and 
Means Committee to designate the new revenue bill 
as a measure to provide for the expense of prepared- 
ness increases. We have had “war” taxes in the 
past levied to provide emergency revenue, many of 
which were more or less unpopular despite the fact 
that the necessity for revenue to take the place of 
the deficient customs moneys was universally recog- 
nized. It was felt when the committee came to draft 
the new revenue measure by which a deficit in the 
treasury will be avoided, that the new taxes would 
be much less irritating to the taxpayers if they were 
specifically directed to be applied to the prepared- 
ness development. No one questions the popularity 
of preparedness, at least government officials do not 
appear to question it. There always has been a feel- 
ing among public men, however, that extension of 


Under the constitution of the American Bank- 
ers Association member banks are eligible to mem- 
bership in the various Sections of the Association 
and specially to that Section in the work of which 
the bank may be most interested. A member bank 
can have active membership in one Section, and 
where its interests may extend to other Sections can 
be made an associate member. Member banks gen- 
erally join the various Sections on notice of 
eligibility. 

At the last meeting of the Administrative Com- 
mittee, a resolution was passed providing that banks 
shall become members of Sections automatically; so 


Owing to removal from Louisiana, J. H. Fulton, 
president Commercial National Bank of New Or- 
leans, is no longer chairman of the Committee on 
Federal Legislation of the American Bankers Asso- 
ciation, and his term as a member of the Executive 
Council also automatically expires. H. H. McKee, 
president National Capital Bank, Washington, D. C., 


ASSIGNMENT OF MEMBER BANKS TO SECTIONS 


CHANGES IN LEGISLATIVE COMMITTEES 
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taxes was fraught with the danger of arousing the 
public irritability. This danger might be said to 
have increased four-fold when in two successive 
years the Congress found it necessary to adopt two 
new revenue laws and providing additional revenue 
of approximately $200,000,000. We who favored the 
plan adopted in the present revenue law feel that 
the advocates of preparedness may be expected to 
evince a willingness to join in defraying the expense 
of preparedness and so we anticipate no logical ex- 
pressions of discontent with the new taxation. 

A plan was suggested to the Ways and Means 
Committee designed to prevent increases in the ex- 
penditures of the government beyond the unprece- 
dented totals which are to be authorized at this ses- 
sion of Congress. That plan involved the enact- 
ment of a provision of the revenue law that if at 
any time it should be found necessary to secure 
revenue in addition to that provided by the laws 
passed at this Congress, it should be done by a re- 
duction of income tax exemption and the establish- 
ment of rates which would provide approximately 
$100,000,000. The proponents of this plan figure 
that such a provision would effectually estop any 
extravagant additional appropriations in the future. 
The congressman who voted for such an increase in 
taxation would weigh well the expenditures to which 
the new revenue should be devoted. He would 
hearken to the warning that a severe political 
penalty would be exacted by his constituents if the 
increases were ill-considered. 


that in the future, banks will be assigned to the 
Section in which their interests largely lie. If it is 
the desire of the bank to become an associate mem- 
ber of other Sections, on -~’ice to the general offices, 
their wishes will be carried out. A member bank 
may prefer one Section to another for active mem- 
bership. Proper disposition will be made upon noti- 
fication to the general offices. 

As there is no expense involved in membership 
in any Section and as the Sections send out litera- 
ture and keep in constant touch with their members, 
to receive the full benefit of Section activities mem- 
ber banks should take the benefit of these privileges. 


has been appointed to succeed Mr. Fulton as Chair- 
man of the Committee on Federal Legislation, leav- 
ing a vacancy on the Committee on State Legisla- 
tion which has been filled by the appointment of 
G. G. Clarabut, cashier Farmers National Bank, 
Rome, N. Y. Mr. Clarabut has been made Chair- 
man of the Committee on State Legislation. 
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MEETING OF ADMINISTRATIVE COMMITTEE 


The Administrative Committee of the American 
Bankers Association held a session at the general 
offices in New York on Wednesday, January 17, 
1917, giving over the entire day to its deliberations. 
There were present: Messrs. P. W. Goebel, Presi- 
dent, Kansas City, Kan.; Charles S. Calwell, Phila- 
delphia, Pa.; R. S. Hawes, St. Louis, Mo.; General 
Counsel Thomas B. Paton, and General Secretary 
Fred. E. Farnsworth, secretary to the Committee. 
Ex-President James K. Lynch of San Francisco, 
Cal., was unavoidably absent. 

President Goebel reported that with the General 
Secretary, he ° +d visited Atlantic City on January 
16 for the purpose of selecting a suitable building in 
which to hold the sessions of the general convention 
in September. The Administrative Committee ap- 
proved the report of Pre~ident Goebel and unani- 
mously selected the New Nixon Theatre, which is 
well adap*ed and large enoug ito handle properly 
the general convention sessions. 

The Executive Council, Committees and Sec- 
tions will hold their meetings at headquarters hotel, 
the Marlborough-Blenheim. President Goebel re- 


ported that this hotel was most satisfactory for 


headquarters purposes and could not be excelled. 

The question of speakers for the convention was 
discussed and the matter of issuing invitations for 
this purpose will be taken up at once. It is intended 
to confine this convention (as was the case at Kan- 
sas City) largely to banking topics. It is possible, 
however, that there will be one prominent speaker 
who is not a banker. The general program as car- 
ried out at Kansas City will also be followed. 

General Counsel Paton presented many matters 
which had come up in his department relative to 
banking legislation. The subjects referred to are 
now being considered by the Committee on Federal 
Legislation and the Committee on State Legislation 
and some of them have been embodied in bills pre- 
sented to Congress by the Committee on Federal 
Legislation. The report of the General Counsel was 
unanimously approved. 

For the Spring Meeting of the Executive Coun- 
cil, to be held at Briarcliff Lodge, the general pro- 
gram as carried out last year was fully approved. 
The days selected, May 7, 8 and 9, have already 
been announced. 

Financial statements presented by the General 
Secretary were very favorably received as indicat- 
ing that the Association is in most excellent condi- 
tion to continue its activities throughout the year. 

The Administrative Committee passed a resolu- 
tion authorizing the assignment of member banks to 
Section membership in accordance with the bank’s 
greatest interests. 

The subject of warehouse receipts as collateral 


.was considered and a committee of three was ap- 
pointed to act as a sub-committee of three of the 
Committee on State Legislation, as follows: 

W. H. Burks, cashier Security State Bank, Wel- 
lington, Kan. 

A. S. Beymer, vice-president Keystone National 
Bank, Pittsburgh, Pa. 

Gordon L. Groover, vice-president Citizens & 
Southern Bank, Savannah, Ga. 

The President announced the appointment of 
the following delegates to the Fourth Annual Con- 
vention of the National Foreign Trade Council to be 
held at Pittsburgh, Pa., January 25-27: 

Lewis E. Pierson, chairman of the board, Irv- 
ing National Bank, New York. 

Arthur Reynolds, vice-president Continentai & 
Commercial National Bank, Chicago, Il. 

C. A. Hinsch, vice-president American Bankers 
Association, Cincinnati, O. 

J. W. Perry, president Southwest National 
Bank of Commerce, Kansas City, Mo. 

W. M. Van Deusen, cashier National Newark 
Banking Co., Newark, N. J. 

Fred. E. Farnsworth, General 
Nassau Street, New York City. 

The Administrative Committee named the fol- 
lowing as delegates to attend the Convention of the 
National Society for the Promotion of Industrial 
Education, to be held at Indianapolis, Feb. 21-24. 

S. A. Fletcher, president Fletcher American 
National Bank of Indianapolis, Ind. 

Andrew Smith, vice-president Indiana National 
Bank, Indianapolis, Ind. 

A. E. Metzger, vice-president Fletcher. Savings 
& Trust Company, Indianapolis, Ind. 

The various Sections reported on their activi- 
ties. Interest, however, centers around the new 
State Bank Section, of which George E. Allen is 
Secretary. This Section was organized at Kansas 
City in September last. Secretary Allen reported 
that the state banks were showing unusual interest 
in the work of the Section and that since September 
1 there had joined the Association as new members 
275 state banks as well as sixty-four trust companies 
and savings banks working under state laws. 

Mr. Allen also reported, as Educational Director 
of the American Institute of Banking, that there 
were now seventy-four Chapters of the Institute in 
the larger cities of the country with 18,183 members 
and 2,962 members in the Correspondence Chapter. 

The Administrative Committee was very thor- 
ough in its consideration of details in connection 
with Association affairs and appeared to be very 
much pleased with the present condition of business 
in the Association offices and with the officials lo- 
cated in said offices. 


Secretary, 5 
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Fear of After War Competition Having Its 
Effect on Manufacture and Industry 


More Attention Being Paid to Efficiency and 
Economy at Growing Certainty That 
Foreign Nations Will Make Tremendous 
Efforts to Regain Lost Business. 


66 E are the wasters of the world,” said Sec- 

W retary of Commerce Redfield before tne 

Philadelphia Chamber of Commerce last 

month. “It would not be untruthful to take the 

initials I. W. W.,” he continued, “and attach them 

to ourselves as meaning the Industrial Wasters of 
the World.” 

Secretary Redfield spoke out of a long experi- 
ence with American business men and American 
business methods. His diagnosis is probably correct, 
but the more important feature of the situation is 
no longer whether we are wasters but are we doing 
anything to correct our ways. The answer to this 


query is given concretely in a thousand serious and 
well-planned efforts to promote thrift, secure effi- 
ciency, conserve resources and increase product. 


This kind of work “in its most effective form,” said 
Mr. Redfield, “is something the government can not 
do. Law is not so much needed to prepare us for 
‘after the war’ as action, and the action is that 
which individual concerns can take in handling their 
own affairs. It is rather a matter of individual and 
corporate responsibility than of government action.” 

It is no time to belittle the work that has been 
done through government instrumentalities. The 
Department of Commerce has made wide investiga- 
tions in many trade fields. It has published volumes 
of information and it has been willing to aid and co- 
operate. The influence of this department and that 
of other commissions has been placed behind legis- 
lation designed to remove existing impediments to 
trade development or enlarge the field of expansion. 
It is true that there has been absurd legislation, but 
this has been the product of beliefs or prejudices 
that were harbored before the war began. The Sea- 
men’s Act is still on the statute books, the bill to 
permit combinations for foreign trade has not been 
passed and politics still plays a part. It is note- 
worthy, however, that present efforts are given over 
to helping business. A new feeling has been created 
by the European war toward business. The popular 
understanding of industry and commerce has been 
wonderfully broadened. A fair beginning has been 
made in the work on whose constant development de- 
pends the future prosperity of the nation. 

The war has been most effective in educating 
the belligerents. Necessity has compelled them to 
utilize every resource at their command. War is 


no longer a matter of heroism and leadership. It is 
a matter of industrial efficiency and conservation. 
The marshalling of all the resources of England for 
war has compelled the development of resources and 
the adoption of methods which give the maximum of 
results at the minimum of expenditure of money, 
effort and material. A hundred writers of war 
stories have given assurance that the soldiers look 
like laborers. One writer tells of French gunners 
appearing in overalls after breakfast, serving their 
huge guns until noon, when they knock off for lunch, 
and in the late afternoon they are relieved by an- 
other crew. If things in the fighting field have been 
reduced to such a routine, we may well believe the 
reports of the regularity and discipline among the 
forces behind the lines on whose effective work suc- 
cess at the front depends. 

The work of organizing industry and speeding 
up production has had other stimulation than that 
furnished by the desire for victory. Germany, Aus- 
tria, France, England and Belgium are all industrial 
nations. The trade they have lost has not been 


‘ abandoned. Each of them is hoping not only to re- 


gain the lost trade, but is planning to do it. Of 
Germany less is known than of the others, but the 
reports make it plain that Germany has responded 
to the compulsion of necessity and even her wonder- 
ful industrial organization has been improved and 
developed. Of the details that come in the reports 
we may be somewhat skeptical. We may discount 
the story that Germany has added 100,000,000 of 
tonnage to her merchant fleet and has some hun- 
dreds of millions of dollars worth of, manufactured 
goods stored against release for shipment by the 
ending of the war. But we may accept the report 
that the government has created a commission of 
experts to study conditions, suggest methods and 
prepare for activity when peace comes. We may 
doubt that the Germans have hundreds of millions 
of dollars worth of raw materials stored and ready 
for shipment to the United States, but we can be- 
lieve that they have spared no effort to provide 
against every contingency. 

England has a commission also. It is called the 
Federation of British Industries, and its purpose is 
to reorganize the government services concerned 
with the promotion of British trade abroad. It is 
designed to link up commercial problems and in- 
terests with government activities and secure central 
control through a government department of large 
powers. 

Reports that every belligerent nation is prepar- 
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ing to dump products in this country at any kind 
of prices are unquestionably exaggerated, but we 
may doubt as well that the end of the war will see 
them flat and helpless—an easy commercial prey 
for exploiting foreigners who have grown rich and 
fat out of their spoliation. 

The belligerent countries are preparing for a 
continuation of their hardships after the war. They 
have no illusions about what is before them. They 
foresee the tax burdens. In the Cologne Volks- 
zeitung, Dr. Michaelis, German Under Secretary of 
the Interior, recently wrote: 


We must expect for a considerable time, 
perhaps for many years, further limitation of 
consumption and rationing as regards the most 
important foodstuffs. Germany in the coming 
years will have recourse almost exclusively to 
such foodstuffs as are produced within her own 
borders. Tonnage will be very scarce and de- 
terioration of the rate of exchange also will 
oblige Germany to import as little as possible. 
Thus, even after peace, it will be necessary to 
keep the belt pulled tight and there must be fur- 
ther sharp rationing. 

As an illustration of the manner in which pro- 
duction has been increased, a writer in Vorwaerts 


writes of a small factory converted to the making 
of shells as follows: 


At first there were four young metal work- 
ers turning shells just as they had formerly 
turned parts of pumps. But already, in the 
first months of the war, one after another of 
them disappeared; they had been called up. 
The workmen at the four machines became ever 
older, and after about a year I noticed that all 
the men working were over forty. That, too, 
was only a transition. One day a soldier’s wife 
appeared, for the older men also had been sent 
to the field. Today all four places are occu- 
pied by women, the three-shift system was in- 
troduced long ago and the four machines never 
s‘op. Moreover, both workers and machines 
have learned to increase their production—to 
produce more and to work more cheaply. The 
production figure has been increased by 150 per 
cent. a week and the cost of production—the 
wages for piecework—have decreased by 30 per 
cent. Material has certainly not become cheaper 
and the sub-contractor now gets higher prices, 
but the work of the machines themselves has 
been intensified. What we see in this small 
case constitutes a gigantic industrial change of 
general significance. 

Conditions in Great Britain, France and Italy 
differ from those in Germany only in degree. In 
the London Economist Mr. Hartley Withers wrote, 
in commenting on the warning issued by the Federal 
Reserve Board: 


It will undoubtedly make our financing in 
New York more difficult, and we must at once 
set about meeting this difficulty. Since America 
wants gold, we and our allies must find it and 
ship it, and we must also prepare to ship securi- 
ties of the kind that the Federal Reserve Board 
recommends to investors. Above all, we must 
increase production and reduce consumption, so 
that we have to import less from America, and 
may be able to pay for more of what we import 
by shipping goods. 

Study of the situation in all its aspects forces 
the conclusion that “paying for what we import by 
shipping goods” is a rule to which every European 
nation subscribes in war time as well as in peace 
time. The new effort will be “to pay for what we 
have imported” by shipping goods. It will be the 
one way whereby the belligerent countries can hope 
to secure some sort of balance for the excess of their 
purchases in the United States during the continu- 
ance of the war. This would be the natural method 
of procedure and accord perfectly with the laws of 
trade if it were left only to the direction of indi- 
viduals; it will be vastly more consequential if it is 
organized and stimulated by government and di- 
rected by men selected to study conditions. 

How successful war-exhausted nations may be 
in such endeavors is the single problem. In some re- 
spects Germany will be in a more advantageous posi- 
tion than the others. She has not been drained of 
her gold by settling adverse balances. She has been 
self-contained. This has been a serious detriment 
during the war and may be her undoing before the 
end, but it will be a post bellum advantage unless- 
her trade operations are hampered or destroyed by 
peace agreements. She has no outside obligations. 
She has her merchant fleet and, even if she has lost 
her foreign trade, she knows the trade routes and 
her customers have not forgotten their former re- 
lations. 

It must be concluded that every nation now at 
war will try to the limit to gain and regain foreign 
business when the war is over. 

‘In the meantime the foreign trade of the United 
States has increased with nations not at war. The 
balances created by this trade do not always run in 
our favor. Gains in China and the Orient have not 
been remarkable. The lack of ships has been serious 
but, however inefficient the expansion has been, as 
measured by the opportunities, it has been expansion 
nevertheless. 

There have been difficulties and criticisms but 
there has also been progress, The lack of competi- 
tion has been as stimulating in this field as at home. 
The European war has not only been the greatest 
protection that American industry has ever had, but 
its influence has extended to other than the home 
markets. 
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The consummation of peace will be the repeal 
of this great system of protection. American indus- 
try will have to compete for the foreign markets and 
it will find its domestic field invaded. There is much 
talk about raising anew the tariff barriers. Demo- 
crats, long committed to low tariff rates, are waver- 
ing and the excuse of revenue needs is being con- 
stantly offered. So strong and insistent is this 
demand that there is likely to be some tariff read- 
justment, but it is extremely doubtful if a return to 
old high tariff rates will find favor. Opinion that 
high duties and large foreign trade are inconsistent 
is growing. What reserves domestic markets for do- 
mestic manufactures closes foreign markets to them. 
The excessive cost of production under high protec- 
tion forbids successful competition in the foreign 
field. This argument is developed to show that the 
lessons of war activity in industrial fields would go 
for naught if foreign markets were lost through the 
desire to retain monopoly of the markets at home. 

It has already been found that an English firm 
was the lowest bidder for shells for the United 
States navy. American manufacturers could not 
compete either in price or time of delivery. And yet 
labor costs in England have risen to a point never 
before approached. 

A more hopeful sign of ability to meet after-war 
competition than can be found in that confession of 
inéapacity, a high tariff, is the vast amount of atten- 
tion being given to the paramount question of indus- 
trial efficiency and economy. Never before have the 
manufacturers been so alert to the necessity for 
efficiency in production and economy of every 
kind. ; 

The demands of labor for higher rewards have 
been one impelling cause. The inability to keep up 
with orders has been educational. The prospect and 
fear of after-war competition is having its effect. 
Secretary Redfield has brusquely pointed to in- 
_ efficient methods. E. N. Hurley, recently chairman 
of the Federal Trade Commission, has conducted a 
campaign of his own. The Federal Reserve Board 
is endeavoring to induce bankers to insist on credit 
statements which will mean something. A plan for 
the certifying of public accountants by the reserve 
banks or the Reserve Board has been devised. The 
purpose is to supply methods of giving correct in- 
formation not only to banks but to the borrowers 
themselves. The Associated Advertising Clubs of 
America have engaged experts who have devised 
simple plans of bookkeeping. These are supplied to 
small merchants at cost and are so arranged that the 
merchant has a daily inventory of his stock and 
exact information as to where he stands. 

There are many larger plans. Announcement 
of_the organization of the National Industrial Con- 
ference Board was made in November last. ‘Many 
organizations of national scope are allied to it and 


anything that bears on industrial peace and effi- 
ciency is within the scope of its investigations. 

Individual curiosity has been stimulated. Effi- 
ciency engineers are busy making investigations of 
industrial plants. A leading engineer in this field 
found on summing up his work for six months that 
in twenty-seven plants analyzed the average of abso- 
lute efficiency was 46 per cent. The percentages ran 
from 27 to 78. In one case the directors of a plant 
employing 2,000 men desired to double the output. 
The managing officials, after much study and calcu- 
lation, said that the doubling process would necessi- 
tate an outlay of $950,000 for new buildings and 
machinery. An efiiciency expert was retained. At 
the end of four months the output had been doubled 
without the expenditure of a cent for new buildings 
or machinery and it is now proposed to double it 
again without increase of investment. 

In the results of such work are found at least 
partial solutions of labor and social problems. 
Whether the work day is ten hours or eight is a 
matter of inconsequence if the output is satisfactory. 
Organized labor cannot long keep:its eyes closed to 
this phase of the problem. As much as the owners 
and employers is labor interested in product. If 
the former cannot provide materials, machinery and 
methods, labor cannot be expected to make up the 
deficiency by long hours. Conversely, if they are 
provided, labor should bring to the work the skill 
that will make the shorter day possible without 
diminishing the output and the return on capital. 

In connection with the whole industrial reforma- 
tion are found discussions of the questions of health 
insurance, of unified employers’ liability laws, and 
the matter of old age pensions is becoming more in- 
teresting. 

These things are all manifestations of the grow- 
ing demand for a clarified industrialism and they 
will accompany the developments and expansions of 
productive processes. Strangely enough, if they 
have nut been born of the war, their birth has been 
hastened by that calamitous occurrence. They are 
all wrapped up with the after-the-war problem and 
that problem will be the more or less serious ac- 
cording to the energy and ability with which the 
solution is sought. 

In such circumstances and in view of the great 
uncertainties no advice is better than that contained 
in Judge Gary’s annual report of the operations of 
the United States Steel Corporation. Among other 
things he said: 


Whether satisfactory business will continue 
without interruption after the war closes, what 
rate or percentage of decreases. if any, in vol- 
ume or profit will ensue, when, if at all, diminu- 
tion may be expected, are mooted questions. 

It is obviously the better part of wisdom to 
prepare ourselves so far as practicable for un- 
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favorable change in the economic situation. No 
harm can result from this course, however un- 
necessary it may hereafter prove to have been; 
and much benefit may come from the exercise 
of precaution. 

Necessity is the mother of invention. It is 
the mother of economy, of industry, study, 
thought, organization, co-operation and honest 
and efficient administration. When this war is 
ended the nations now actively engaged will be 
in great need and they will be possessed of all 
the essentials for success to which I have ad- 
verted. Thoroughly equipped for the contest 
they will re-enter the arena of international, 
financial, commercial and industrial rivalry with 
a grim determination to excel. This will be 
their right and their duty to themselves. We 
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have no reason nor desire to question any lawful 
effort any of them may make to pass and out- 
distance us in the legitimate race for business 
success. It would not be an. improper or un- 
friendly act. Equal opportunity on land and 
sea, throughout the world, is all that we or any 
others may properly demand. Less than this 
every nation should reject and denounce. 

As for myself, I would advocate co-opera- 
tion between all the countries of the world if it 
can be secured. The most economical practice, 
the greatest possible prevention of waste in ma- 
terial and transportation and methods of busi- 
ness, without detriment to the net and final 
benefit to any, should be the international, and 
indeed the national, aim and policy of all 
nations. A. D. W. 


PHILADELPHIA BANKERS’ BANQUET 


The annal banquet of Philadelphia bankers was 
held at the Bellevue-Stratford Hotel on the evening 
of January 26. About 600 representative bankers 
were present, and among them were many from 
the larger cities of the east and west. Charles S. 
Calwell, president of Group One, was toastmaster, 
and handled the situation excellently and well. Pa- 
triotism was the keynote taken by the speakers as 
well as by President Calwell, and the gathering was 
a most enthusiastic one, applauding to the echo the 
many sentiments of loyalty expressed by the speak- 
ers. 


Hampton L. Carson, one of the legal lights of 
Philadelphia and who holds the distinction of being 
the historian of the Quaker City, held ‘his listeners 
spellbound in his great tribute to Robert Morris. 
Mr. Carson made the statement, backed up by facts 
and statistics, that but for the valuable services 
rendered by Robert Morris in a financial way, the 


cause of the Revolution would have been lost. 
Mr. Carson was followed by Captain J. Franklin 


McFadden, commanding the First City Troop of 
Philadelphia, which is claimed to be the oldest mili- 
tary organization in the United States. Captain 
McFadden had just returned with his troop from 
the Mexican border and his comments on prepared- 
ness were most timely. 

Last on the program was an address by Irvin S. 
Cobb, the writer, who alluded in most feeling terms 
to the war and his experiences at the front on his 
trip abroad shortly after the beginning of the war. 

The banquets of the Philadelphia bankers excel 
in every respect. The menu furnished is always of 
the choicest; the decorations were even finer than 
those in the past, consisting of massed flowers in 
which orchids and green foliage predominated. The 
boxes in the gallery were occupied by the women of 
the bankers’ families. Unbounded hospitality was 
extended to all the guests from outside the city, 
the best of fellowship prevailed and all who attended 
enjoyed the occasion to the fullest extent. 


ANNUAL PROCEEDINGS READY FOR DISTRIBUTION 


The proceedings of the forty-second annual con- 
vention of the American Bankers Association, held 
September 25-30 at Kansas City, Mo., have been pub- 
lished in book form, in accordance with custom and 
are now being distributed to members. This year’s 
book contains 846 pages and is the biggest ever pro- 
duced. The edition consists of 16,300 copies, hand- 
somely and durably bound. 

Factors entering into the increased size of the 
book are: The addition of a new Section, the Na- 
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tional Bank Section, whose proceedings are re- 
ported for the first time; a report of the Country 
Bankers’ Conference held at Kansas City; and a 
report of the organization of the new State Bank 
Section. In spite of the greater number of pages,‘ 
however, and the larger edition made necessary by 
the growth of the Association membership, economi- 
cal methods in the purchase of paper and the mak- 
ing of contracts have made it possible to produce 
this year’s volume at a relatively substantial saving. 
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Cost of Circulating Media and the Misnomer 
of “Par Collections” 


HE production of money and currency for 
48 the use and convenience of the public is an 
operation which involves expense. Ma- 
terials, for instance—gold, silver, copper, nickel and 
paper—must be purchased and this material must 
be minted, engraved or put through the processes 
necessary to give it finished form. The government 
plants in which this manufacturing goes on are 
equipped with elaborate machinery and employ many 
men and women. The expense is all borne by the 
government, but there is also a profit to the govern- 
ment. This profit comes from seigniorage as to 
gold and as there is much less than a dollar’s 
worth of silver in a dollar of silver coin, there is a 
profit here also. The same is true of nickel and 
copper coins and the government makes the profit 
which is incidental to the destruction or loss of 
“paper money,” issued by the government as its 
own obligations. 

The expense of producing money is not, how- 
ever, confined to the cost of manufacturing. The 
money must be cared for and expensive vaults are 
necessary. It must be accounted for, and an account- 
ing department is necessary. It must be trans- 
ported and the cost thereof must be paid. These 
various costs, so far as coin is concerned, are largely 
borne by the government except the item for trans- 
portation, and that is paid often by banks or others 
who order shipments of money, although the cost of 
shipping is a considerable item of government ex- 
pense. 

The government bears the expense of producing 
other forms of currency, for instance, gold certifi- 
cates, silver certificates and United States notes and 
treasury notes, commonly known as greenbacks. Gold 
and silver certificates are warehouse receipts for 
coin or bullion stored in the treasury, and the only 
expense in relation to them that the government 
does not bear, is that of transportation, although it 
pays that on shipments from Washington to the 
sub-treasuries. 

There are still other forms of currency in use, 
namely, ‘national bank notes, Federal reserve notes 
and Federal reserve bank notes. These are pro- 
duced by the Bureau of Engraving and Printing in 
Washington and are issued to national banks and 
the Federal reserve banks respectively. The cost of 
producing them, as well as the cost of their redemp- 
tion, is borne by the banks to which they are issued. 

In addition to the cost of production and issue, 
redemption agencies are maintained. There is no 
form of what is termed “paper money” which is not 


subject to redemption, that is, to payment of its 
face value on demand. The government pays the 
expense incidental to redemption except as to na- 
tional bank notes and the Federal reserve issues. 
The banks are obliged to maintain a redemption 
fund with the treasury out of which their notes are 
redeemed. 

So great is the cost of producing and repro- 
ducing the various kinds of notes that the govern- 
ment has found it economical and advantageous to 
maintain a laundering establishment in which bills, 
not mutilated or rendered unfit for further service, 
may be cleaned and renovated. Just how much is 
saved by this process has not been disclosed, but 
millions of bills are reissued each year. 

It is obvious that currency is not a thing pro- 
duced without cost and equally obvious that the ex- 
pense ,involved in its production is variously dis- 
tributed. The costs that are borne by the banks are 
justified by the theory that the demand for national 
bank notes and the Federal reserve issues is created 
by loans; from the loans the banks earn profits and 
the cost of the notes is, therefore, only a small tax 
on profits that might not otherwise be earned. The 
great cost of the reserve notes has already . been 
found to be a deterrent to their free issue. 

The greatest item in the cost of usable money 
and currency is that of its transportation. Money 
is fluent. It goes where it can work most profitably, 
and it also flows in response to the demand of trade 
activity. It is a simple truism that currency is 
current and that circulation circulates. ‘There are 
many millions of dollars in process of constant trans- 
portation. It is not only carried from place to place 
by individuals, which is an incidental means of 
change of locality, but if a country bank needs tur- 
rency it is ordered from a city correspondent which 
secures it from the nearest sub-treasury or possibly 
from the Federal reserve bank, or possibly it is 
supplied from its own stock of national bank notes. 
Currency flows in changing directions—to the agri- 
cultural sections when crops are to be moved ana 
to the urban centers at other seasons. The cost of 
freightage is a continuous source of revenue to the 
express companies and the post-office. 

But currency, whose production, distribution and 
transportation involves large costs, plays an insig- 
nificant part in the settlement of the exchanges of 
the country. The nation’s circulating medium, in- 
cluding money and currency of all kinds, is some- 
thing over four billion dollars, of which probably 
one-half is held in bank reserves. The exchange of 
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commodities in the country amounts to approxi- 
mately four hundred billions of dollars a year. This 
volume of exchanges would be impossible if cur- 
rency of the kinds above mentioned were the only 
medium used in effecting it. Checks drawn against 
bank deposits form the instrumentality in common 
use for paying these exchanges. The proportion of 
debts settled by a transfer of bank credit through 
checks is not less than 95 per cent. of the total and 
in many seetions it is 98 per cent. 

The chief currency of the country is the bank 
check or draft. 

As compared to other forms of payment the 
transfer of bank credit by check has many advan- 
tages’ and some disadvantages. The check, payable 
to order and transferable only by indorsement, is 
safer and surer than any other medium. But it 
lacks’ uniformity and, necessarily, distance of circu- 
lation. It is not generally acceptable and may be 
received by a bank only for collection. But its ad- 
vantages so far outweigh its disadvantages that it 
is the most convenient and the commonest and safest 
method of payment. 

The government, in the interest of safety and uni- 
formity, has-undertaken to supervise and regulate 
all other forms of currency and to impose penalties 
for counterfeiting it. It has taxed out of existence 
the notes of state banks; it permits national banks to 
issue notes only against the security of its own 
bonds and it has made notes issued through the Fed- 


eral reserve banks its own obligations, although it 
has made no provision against this contingent lia- 


bility. But, except to impose taxes on them for 
revenue purposes, the government has never inter- 
fered with the use of checks or their circulation, as 
custom and advantage might dictate, until the enact- 
ment of the Federal reserve bill. 

Like the rest of the circulating medium the 
transfer of credit by check involves expense. Banks 
customarily supply their depositors with check forms 
and pay the cost thereof. A deposit account is sup- 
posed to be ot value to a bank and this cost of 
checks is regarded as an expense incidental to the 
account. But a bank undertakes, of course, only to 
pay the checks of its customers on demand over its 
own counters. This undertaking long ago ceased to 
be more than a-theory. The general use of check 
currency has been encouraged by banks and busi- 
ness has co-operated, and conditions have con- 
tributed to a constantly growing use of checks. 

Before the passage of the National Bank Act in 
1862, banks commonly issuéd notes and the country’s 
exchanges were largely settled by that medium. The 
use of checks was limited. In fifty years the circu- 
lating media of the country have risen from less 
than seven hundred million dollars to something over 
four billion; in the same time bank deposits have 
risen from about seven hundred million dollars te 
nearly twenty billion dollars for the national banks 
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alone. This vast amount is transferable by check 
and is entirely out of proportion to the small in- 
crease in the amount of the circulating media. The 
National Bank Act, as was stated, imposed a pro- 
hibitive tax on the notes of state banks. This pro- 
hibition has been largely instrumental in developing 
the use of the check system. The check transfers 
the same kind of credit that the bank note did 
formerly and it now does the same work as any of 
the various forms of currency and does it more 
economically and efficiently. 

It will be seen, therefore, that the transfer of 
credit by check is only another way of transfering 
the same credit represented by bank notes. If notes 
were now commonly used the cost of transportation 
would be multiplied enormously. As a matter of 
fact the use of checks merely reduces the expense 
of transportation; it does not abolish it. 

The development of the clearing house systems 
of the country has also been a strong contributing 
influence to the wider use of the check. By setting 
off checks against checks and paying only the differ- 
ence or balance, banks in clearing house cities have 
removed the most serious obstacle to the develop- 
ment of the check system. ‘I'he establishment of 
country clearing house is simplifying matters still 
more. 

The development of clearing house methods has 
been brought about by a desire for the economic 
handling of checks just as the use of checks has 
been developed by a desire for the more economic 
effecting of exchanges, but not yet has there been 
devised any scheme of abolishing the cost of check 
circulation any more than there has been or can be 
devised any scheme of producing, transporting or 
redeeming other currency without cost. No way of 
abolishing the cost of the check currency ever will 
be devised. Economy in handling and efficiency in 
collecting may be increased, but expense there will 
always be. 

When what is now the Federal Reserve Act 
was under consideration, Congress was beset by 
earnest advocates of an asset currency who pointed 
out the advantages of an elastic bank note issue and 
proved their point by showing how business, through 
borrowing from banks created deposits against 
which checks could be drawn to pay bills. By this 
process commercial transactions, through the loan 
and deposit system, coined the currency needed to 
keep the wheels of industry turning. 

Congress, probably in disregard of the fact that 
the transportation of note currency involves expense 
and that every form of currency has numerous cost 
attributes, sought to devise a way whereby funds 
could be transferred by checks without cost. The 
provisions of section sixteen of the Federal Reserve 
Act for the “par collection” of checks resulted. 

The establishment of the so-called “par collec- 
tion” system by the Federal Reserve Board came 
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as the inevitable consequence of section sixteen and 
, theoretically checks on banks that are members of 
the reserve system are payable at par. 

Practically the cost of the check currency has 
not been changed except so far as methods have been 
improved and economy introduced. If a merchant in 
Pittsbrugh writes a check against an account he has 
in a national bank in that city and sends it to 
Boston in payment of a bill, and the check finds its 
way to the reserve bank in Boston and then is re- 
turned to the Pittsburgh bank for payment, the 
latter must provide the funds to meet it. It may 
be that the Pittsburgh bank’s credit at the Cleve- 
land reserve bank is diminished by the amount of 
the check and the credit transferred on the books 
of the Cleveland reserve bank to the Boston re- 
serve bank which, in turn, credits the sum to the 
bank which received the check from its depositor 
who got it from the Pittsburgh merchant, but no 
one will contend that this work did not involve ex- 
pense. 

The bank in Boston which received the check on 
deposit sent it to the reserve bank which sent it to 
Cleveland, whence it was passed along to Pittsbugh. 
The item was entered in numerous books, was sent 
through the mails, and in the end the Pittsburgh 
bank may have been obliged to ship currency to the 
reserve bank in Cleveland. The fact that the re- 
serve bank in Cleveland paid the cost of shipping the 
currency, if currency was shipped, is not in point. 
Expense was involved in the redemption of the 
check and the expense was not paid by the bene- 
ficiaries of the transaction—the payor in Pittsburgh 
and the payee in Boston. 

Currency in the form of bank notes or govern- 
ment notes and currency in the form of checks be- 
ing, as we have seen, practically identical in their 
use, are also subject to similar forms of redemption. 
The cost of redeeming government notes or bank 
notes is as clearly defined by statute and by practice 
as the cost of production. The redemption of na- 
tional bank notes costs eighty-one and seven-tenths 
cents per thousand dollars. The redemption of Fed- 


eral reserve notes costs forty-one and eight-tenths 
cents per thousand dollars. These figures are merely 
items of statistics. These costs are charged against 
the banks whose obligations the notes are. In re- 
lation to government issues the costs of redemption 
are borne by the government. In each of these in- 
stances there is theoretically a profit from which the 
cost can be paid. But the cost of redeeming a bank 
check, which involves the utilization of collection and 
transportation machinery, as complicated as that in- 
volved in the redemption of notes, is held under the 
present law to be also a legitimate charge against 
the banks. In cases where the bank against which 
a check is drawn finds it advantageous to absorb 
this cost, the cost has almost invariably been ab- 
sorbed. Where it is not advantageous the cost has 
been charged against the drawer or drawee of the 
check who is the one to profit from the transaction. 
The present effort is to take away from the banks 
the privilege of saying whether they shall or shall 
not make charges in such cases and thereby to seek 
to place the check in a position which has not been 
attained by any other currency medium—redemption 
without cost. 

The whole scheme of par collection so far as 
the abolition of exchange charges is concerned, is 
not an abolition at all. It merely takes from the 
drawer or drawee of the check the cost and imposes 
it on the bank on which the check is drawn. The 
term “par collection” is a misnomer. The Federal 
reserve banks impose a charge of one and one-half 
cents per item for the collection of checks. So far 
the actual cost of collection has exceeded this 
amount, and the expense is being borne by the mem- 
ber banks upon which the checks are drawn. - 

Left to themselves, the banks have reduced the 
cost of collecting checks to an insignificant sum 
and, where to their advantage, they have absorbed 
the cost. But they are naturally not enthusi-_stic 
over an arbitrary interference with their freedom 
of action by a law which is based on the miscon- 
ception that work can be done and services can be 
rendered without cost. 


GROUP EIGHT BANQUET 


Group Eight, of the New York State Bankers 
Association, whose membership consists of the banks 
of New York City, held its twentieth annual banquet 
at the Waldorf-Astoria Hotel the evening of Janu- 
ary 15. There were 600 members and guests in at- 
tendance. Lewis L. Clarke, president American Ex- 
change National Bank, was toastmaster. ‘he gen- 
tlemen who spoke were: G. Sherwood Eddy, secre- 
tary for Asia of the International Committee of the 


Y. M. C. A.; Frank R. Lawrence, an attorney and 
president of the -Lotos Club, and Harris Dixon, a 
southern humorist. 

The seating arrangements at this function dif- 
fered from those of the past in that officers of a 
bank were not seated at a table reserved for them. 
The distribution of members and guests was for 


’ the purpose of making acquaintances and proved 


successful. 
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Foreign Trade Development Considered 
In Its Banking Aspects 


of the Foreign Trade Council in Pittsburgh 

was that the commercial concerns of the 
United States can and will develop a large export 
business. The difficulties and obstacles in the way 
of such development have been discovered and cata- 
logued. There is a clear understanding of what is to 
be done, The mystery has been dispelled.. Enough 
has already been accomplished for purposes of 
demonstration. There is the assurance, born of con- 
fidence in the ability of American business men, that 
when over 1,300 representatives of great enterprises 
unanimously agree that a certain result is desirable, 
the result will be obtained. 

Forty-seven representatives of banks were 
among the delegates at the convention. The Ameri- 
can Bankers Association was represented by Charles 
A. Hinsch, of Cincinnati, Vice-President of the As- 
sociation; Lewis E. Pierson, of New York, and Gen- 
eral Secretary Fred. E. Farnsworth. In the general 
convention Mr. Pierson gave an address on “Ameri- 
can Banking in Foreign Trade,” and C. K. McIntosh, 
of the Bank of California, had for his subject 
“Foreign Investment as an Aid to Foreign Trade.” 
The subject of banking and investment was as- 
signed to a group meeting at which many bankers 
were pYesent and Festus J. Wade, of St. Louis, 
presided. 

Banking and foreign trade was, by common con- 
sent, assigned to the bankers as their particular duty 
in relation to the general development of export 
business. There was no complaint that this duty 
has not been well discharged so far, or any demand 
that the bankers should open the way for the mer- 
chandisers. Business men take it for granted that 
the banks will co-operate and there is apparently no 
prospect that they will be disappointed. The Na- 
tional City Bank of New York, as is well known, has 
already opened numerous foreign branches, the 
First National of Boston is about to establish a 
branch in Buenos Aires and the Mercantile Bank of 
the Americas is firmly planted along the west coast 

of South America. Jason A. Neilson, vice-president 
’ of the Mercantile Bank, replying to a request for in- 
formation in the general meeting, said that his insti- 
tution was not yet ready to undertake all manner of 
business, but he said that great progress had been 
made, that their branches were well established and 
that their work of development was being prosecuted 
with vigor. In the meantime the bank is taking care 
of everything that develops within its territory. 

Within the year dozens of other banks have 
opened foreign departments and those which have 


T undercurrent of sentiment at the meeting 
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them have enlarged their facilities so that no mer- 
chant seeking an outlet abroad need complain of lack 
of banking facilities, although these facilities are 
small when the reality is compared with the 
prospect. 

In the group meeting on banking and invest- 
ment there was a-discussion of Mr. MclIntosh’s 
paper with particular relation to the importance of 
loans in the countries in which markets are being 
sought. One proposal was that the banks shold 
consider the promotion of the purchase of a con- 
trolling interest in foreign utilities instead of merely 
accepting stock in them as collateral securities for 
advances. The idea conveyed was that controlling 
ownership would permit the purchase of materials 
for the utility in this country whereas if stocks are 
loaned on as collateral, the purchases will be made in 
the country of ownership. This was considered as a 
matter not properly within the sphere of commercial 
banks, but it illustrated the manner in which invest- 
ment and selling worked together. An English com- 
pany which owns a street railway in a South Ameri- 
can city does not buy cars in Philadelphia or St. 
Louis or rails in Pittsburgh. Development of all 
manner of resources of foreign countries through 
financing is the natural accompaniment of the de- 
velopment of trade. 

The banking end of foreign trade development, 
as stated above, will be left to the bankers. The 
Executive Council of the American Bankers Asso- 
ciation, at its meeting in May, will be asked to ap- 
point a committee to work in co-operation with the 
Foreign Trade Council. If this is done contact will 
be established between the organization of bankers 
and the organization which is doing more than any 
other, to develop. knowledge of foreign business. 

With the question of credit facilities as provided 
by barks eliminated from the general discussion, the 
decision of the convention was that the future of 
American trade abroad depends upon the legaliza- 
tion of co-operation in export sales, the formulation 
of a sound shipping policy and the creation of ma- 
chinery for a flexible tariff. 

As these conclusions were presented by the com- 
mittee of which James A. Farrell, chairman of the 
council and president of the United States .Steel 
Corporation, they read: 

To meet world competition after the war 
American business must be relieved of disad- 
vantages imposed by legislation and protected by 
governmental action from possible discrimina- 
tion in foreign markets. 

A first essential in this respert is the passage 
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by Congress of the Webb bill. This bill legalizes co- 
operative selling. It was pointed out in the discus- 
Sion of this measure that the nations of Europe, in 
anticipation of conditions at the close of the war, 
have already taken steps for co-operative buying 
abroad. If they can buy co-operatively and Ameri- 
cans are obliged to sell competitively, it is certain 
that the results will spell disaster for the United 
States. 

In regard to shipping, hope was expressed that 
the efforts of the United States Shipping Board will 
point the way to the solution of this problem. The 
duty of this Board, it was pointed out, is not so 
much the expenditure of the appropriation of $50,- 
000,000, appropriated by the Ship Purchase Act, 
under the dangerous conditions existing at present, 
but the evolution of a policy which will enable 


American ships to compete on equal terms with 


those that in the past have carried the bulk of the 
foreign commerce of the United States. Pending 
the organization of the Shipping Board the mer- 
chant marine committee of the National Foreign 
Trade Council has deemed it inadvisable to make 
specific recommendations. 

The foreign trade aspect of the tariff was dis- 
cussed in an address by Willard Straight. He advo- 
cated what he called a “bargain tariff” and reviewed 


the history of reciprocity and of the maximum 
and minimum schedules of the Payne-Aldrich law. 
The present tariff Mr. Straight considers to be in- 


adequate, in these respects. He said: 


The amendments to the Underwood bill, dis- 
cussed and adopted by the Senate but not concurred 
in by the House of Representatives, vested in the 
Executive power to retaliate in case of discrimina- 
tion against our products, either by the increase of 
duties on certain specified dutiable articles or by the 
imposition of duties on certain specified articles on 
the free list. 

Under our present tariff, 60 per cent. of the 
articles imported into this country are admitted free 
of duty. Ninety-five per cent. of the value of im- 
ports from South America; with the exception of 
Cuba, the same proportion of imports from Central 
America and the West Indies; 90 per cent. of the 
imports from Africa; 97 per cent. of those from 
Oceanea; and 70 per cent. of those from Asia now 
enter our ports without payment of duty. 

The Underwood-Simmons bill, it is true, em- 
powers the President to negotiate reciprocal trade 
agreements, but where we have nothing to give we 
cannot hope to secure any advantages from others. 


In conclusion Mr. Straight said: 


To secure the desired result two lines of action 
are open. Either the general schedules should be in- 
creased, in order that concessions thereunder may be 
offered, or the present schedules, with such changes 
as may now be made, should serve as a minimum 
tariff, and provision be made for a graded increase 
on certain articles to be selected with a view to the 
balancing of our export and our import trade. The 
former alternative is manifestly impracticable. 
Congress, and the country at large, would be reluc- 
tant to increase all duties and remove numerous 
articles from the free list with a view to later grant- 


ing concessions thereunder. The possibility of con- 
cessions under reciprocity arrangements is calcu- 
lated to create uncertainty in the minds of business 
men. The second plan, therefore, seems the most 
feasible. The precedent for such legislation has 
already been established under previous revenue 
bills. The suggested Senate amendment of the 
Underwood bill, with certain amplifications; vesting 
in the President the power to impose a surtax on 
certain selected articles, or a duty on certain atticles 
ordinarily on the free list, would give both the 
power to prevent discrimination by the threat of re- 
taliation, and the possibility for quick and effective 
action. d 

The adoption of such legislation, the creation 
of the Tariff Commission, the co-ordination of the 
work of this Commission with the Departments of 
State, Treasury and Commerce, would give us the 
machinery which is required. If the principle of a 
bargaining tariff is a sound one, the necessity for 
the adoption of this principle is immediate. We do 
not know what the outcome of the European war 
may be, nor what its effects may be upon the tariff 
systems of Europe. We do not know that these 
systems will be radically altered and that duties will 
be largely increased. Our difficulties are in any case 
sufficiently great. It is folly not to adopt measures 
which are so obviously calculated to protect our 
interests. 

The banking aspects of the foreign trade situa- 
tion were covered by the address of Mr. Pierson, in 
part as follows: 


The present rather comfortable position of 
American banking in foreign trade should not be 
allowed to delude us into any false sense of national 
security. Unless our bankers and our people gen- 
erally show more vision, more energy, more resource- 
fulness, more comprehension in their foreign atti- 
tude than in the past, the conditions upon,which this 
position is based, not of our own making either, will 
quietly pass away and leave us but little better off 
than before. The case is something like that of the 
man of uncertain ability who has secured a good 
position solely because he happened to be in the 
right place at the right time. With us, as with him, 
the big question is, can we hold and develop the job? 

The connection between banking and trade, even 
now an intimate one, promises to become much closer 
in the future. The successful banker of the future 
must be a man of business vision, sympathy and 
tendencies, must be prepared to meet the business 
man upon his own ground; to discuss his problems 
from a business point of view and to suggest reme- 
dies for difficulties—more or less of a specialist, if 
you please, in the treatment of business diseases. 
Naturally, the bank of the future should reflect the 
same tendencies, should be a source of helpfulness, a 
court of business resort for the business man. It 
must provide for him information, instruction, sug- 
gestion, direction, and whatever other assistance 
may be required to supplement his own equipment, to 
guide him through difficulties, to keep him in effec- 
tive touch with business and financial methods and 
activities throughout the world. 

The essentially business nature of the modern 
bank becomes still clearer when we realize its 
strongly democratic nature. In the greatest possible 
degree it is an institution of the people. It combines 
resources representing a variety of interests and a 
very large number of individuals. In its activities, 
stockholders and depositors are considered first; 
efficient operation requires a number of paid em- 
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ployees, officers, to administer the interests repre- 
sented, but the old type of severe, dignified, aristo- 
cratic and wealthy banker, who, for a consideration 
and with great condescension allowed a vastly in- 
ferior public to enjoy the use of his money, fortu- 
nately has passed away with other archaic insti- 
tutions. 

And now a word upon the most vitally impor- 
tant detail of this subject, the question of the value 
of foreign borrowing in the United States as a 
means whereby the financial interests of our nation 
may be safeguarded, or, we might call it, the grant- 
ing of credit to the nations of the world upon suffi- 
ciently libéral terms to enable them to buy, and pay 
for, under reasonable conditions, the products which 
we have té-sell. 

Has the American banker asserted his logical 
position asa national authority upon this subject, or 
has he weakly allowed its consideration and deter- 
mination to drift? Has he assumed his share of re- 
sponsibility for the national attitude towards foreign 
securities considered as national assets? Has he 
fully educated himself and has he done his part in 
educating the investor to a knowledge of the facts 
of the case? Or has he permitted war-born preju- 
dices and narrow academic theories to control the 
whole investment policy of the nation? Does he 
know that in spite of war, perhaps even because of 
it, Europe of the future will wield no less powerful 
influence in ‘world finance than did Europe of the 
past? Or has he dwelt so long upon the idea of the 
war-devastated, war-scarred, helpless Europe of 
sentiment and sympathy that he is unable to see the 
other Europe, the Europe of aggressiveness and 
power, which, after the war, will face the world, a 
better customer and a more dangerous competitor 
than ever before? 

This new Europe of the future viewed as the 
basis of foreign loans, in my humble opinion, is en- 
tirely sound. In both disposition and ability its posi- 
tion as a foreign debtor may be built upon with 
safety. It will pay its foreign debts, protect its 
foreign credits, redeem its foreign pledges, and for 
the best reason in the world, self-interest. Its world 
credit must not be impaired. Countries like France 
and England, whose financial power has been built 
upon a world commerce, and which even during the 
stress of war, are able to maintain the most profit- 
able world trade in their history, will not find it 
necessary or desirable to face the world after the 
war upon any other than a sound financial basis. 

We must not build too strongly upon the idea of 
a financially crippled Europe after the war. The de- 
structive tendencies of war bring with them their 
compensations. Resources formerly not even re- 
motely considered as such will assert themselves in 
the new economic plan. Millions of women hitherto 
unknown to the world of commercial production will 
serve in the office, the workshop, the factory, as pro- 
ducers of wealth. Millions of men, now soldiers in 
the war-zone, will return to the fields and factories, 
stronger, better trained, more aggressive, more 
united in national spirit, than ever before. Even 
those maimed by war will, through the miracles of 
modern invention, represent their share of value as 
factors in the production of material wealth. The 
man who, in former times of comparative ease, re- 
tired from active business at the age of forty, or 
even thirty, now will serve on to his full limit. The 
highly intensive hand method of agricultural produc- 
tion of the past will be abandoned; and great fields, 
representing numbers of former small holdings will 
be treated by modern agricultural machinery as are 


February, 1917 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION Vol. 9 No, 8 


646 


the rich fields of our great Northwest. The result- 
ing increase in the producing power of the human 
unit will be almost inconceivable. 

Thousands of immense war-built manufacturing 
plants, after having paid for themselves over and 
over again in war profits, will be converted to the 
peaceful fp of commercial production. A new 
science of adaptation of resources will be known, a 
new class of economy based upon the terrible lessons 
of war will be recognized. Every element not avail- 
able for the purposes of helpful co-operative action 
in the national interest will be eliminated and the 
new Europe, with every commercial sense sharpened 
by contact with keenest actual necessity, will demon- 
strate its ability to maintain its position of power 
in the world. 

We speak of controlling in the finance and com- 
merce of the world. What manner of assurance 
have we upon this point? Our two and three-quar- 
ter billions of gold insures for us no such position, 
‘unless it serves some purpose far more important 
than the effective decoration of our vaults, unless 
each dollar of it makes to the world its own particu- 
lar commercial argument in the form of an offer of 
credit upon which mutually profitable business may 
be based. Europe and the world buy from us now, 
principally because they must, they pay in gold for 
the same very good reason. After the war they will 
continue to buy from us, in just such quantities and 
for just such time as may be in harmony with their 
own interest and convenience. Then, as now, the 
controlling elements will be self-interest, not senti- 
ment. 

Does the average American bank exhibit the 
traditional American courage in its attitude toward 
foreign trade? A few, yes, but I speak of Ameri- 
can banks as a whole. The British bank goes abroad 
to pretect the interests of British trade and to 
supplement British trade activities, assuming that 
the ultimate profit of the enterprise will justify the 
effort and risk. The German bank goes even further 
and enters the foreign field as an inducement to 
German trade, and frequently in advance of any 
other expression of German activity. The Ameri- 
can bank, with a few notable exceptions, appears 
unable or unwilling to recognize the plainly ex- 
pressed call of foreign trade, even when accompanied 
by substantial assurance of immediate and satis- 
factory profits. 

There is no legislative panacea for these ills of 
our banking situation in foreign trade. The remedy 
must be evolved and applied by us, American bank- 
ers and American business men. Of government we 
ask but little, a sympathetic understanding of our 
troubles, a friendly and consistently protective atti- 
tude, and freedom from unreasonable restrictions 
which may embarrass our efforts in legitimate com- 
petition with the powers we must meet in the for- 
eign field. Add to this the proven power of our 
people and an intelligent appreciation of scientific 
organization, and our future abroad, as at home, will 
be assured. 

(In conclusion, Mr. Pierson suggested “the ap- 
pointment by the National Foreign Trade Council of 
a committee to co-operate with a committee of the 
American Bankers Association for the purpose of 
studying American banking as related to the for- 
eign commerce of the United States, and making 
proper recommendations looking towards the de- 
velopment throughout the country’s business asso- 
ciations and educational institutions of a more ac- 
tive and more highly intelligent interest in this 
important subject.”) 
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PROGRAM OF THE AGRICULTURAL COMMISSION 


Joseph Hirsch, Chairman of the Agricultural 
Commission, has outlined a program which, the 
members of the Commission believe, will appeal to 
every banker who is interested in agricultural de- 
velopment. Mr. Hirsch has suggested: 

1. The creation of a committee on agricul- 
ture by every state bankers’ association. 

2. The adoption of a county union plan by 
every state association committee on agricul- 
ture, with a banker as the local agricultural 
chairman in every county of the state. (This 
plan has been adopted by a number of associa- 
tions with marked success.) 

3. A nation-wide campaign to increase the 
number of county agents that eventually there 
may be a county agent in every agricultural 
county in the United States. 

4, The general adoption of farm credit 
statements. “Get one farmer’s financial state- 
ment a day,” advises Mr. Hirsch. If several 
thousand country bankers can be aroused to the 
importance of securing financial statements 
which include a program of safe farming, it will 
mark an epoch in country banking. 

Mr. Hirsch’s last admonition to bankers is “to 
co-operate with the Agricultural Commission.” 


"The banker can aid in the agricultural progress 
of the country. That has been satisfactorily demon- 
strated. By co-operating with the Commission and 
working by methods whose value has been proved, 
he makes his aid much more effective. The bankers 
have already done much, but the possibilities have 
not yet been so much as unfolded. Crop yields are 
ridiculously small. The average production in com- 
parison with the demonstrated potentialities is al- 
most pitiful. Comparison of average production per 
acre is short of that in any other country: Neces- 


‘sary incidents to the final desideratum of production 


are improvement in country life, better schools, 
roads, more conveniences and social surrotindings. 

These things are all well known. The under- 
taking of the Agricultural Commission is to point 
the way whereby bankers may contribute to the at- 
tainment of these ends. It is not to be a spasmodic 
effort, prompted by a charitable comprehension of 
the farmers’ state, but a well ordered and persistent 
movement which will bring accretions of improve- 
ment each year. é 

Mr. Hirsch has practical ideas and he has had 
a broad experience. His efforts, supplemented by 
those of his fellow-members on the Commission, 
promise a fruitful yield. 


“OFFICE CONFERENCE” NEW AID TO A. B. A. WORK 


Upon the recommendation of President Goebel, 
there has been formed in the general offices of the 
American Bankers Association at 5 Nassau Street, 
New York, an “office conference” composed of all 
the Section secretaries and heads of departments, 
for the purpose of facilitating the routine work of 
the Association and introducing a new element of 
co-ordination. The two conferences held during 
January have already justified its creation, in the 
unanimous opinion of those present. 

At the very first meeting, which was held 
Friday, January 5, the conference gave evidence of 
its value and potentiality as an important factor in 
Association work. Every department was repre- 
sented, as follows: Fred. E. Farnsworth, General 
Secretary, chairman of the conference; William G. 
Fitzwilson, Assistant Secretary, vice-chairman; 
Thomas B. Paton, General Counsel, elected secre- 
tary; L. W. Gammon, Manager Protective Depart- 
ment; A. D. Welton, Manager Department of Public 
Relations and editor JOURNAL-BULLETIN; George E. 
Allen, Secretary State Bank Section and Educa- 
tional Director of the Institute; M. W. Harrison, 
Secretary Savings Bank Section; Jerome Thralls, 
Secretary Clearing House and National Bank Sec- 
tions; L. A. Mershon, Secretary Trust Company Sec- 


tion; Marian R. Glenn, Librarian; George Lewis, 
Manager Contract and Purchasing Department and 
associate editor JOURNAL-BULLETIN; Otis Scott, Fi- 
nance Department. 

The interchange of ideas which followed a sys- 
tematic discussion of the problems of each depart- 
ment resulted in some valuable suggestions. Among 
the most important achievements was the appoint- 
ment of a committee, consisting of the Section sec- 
retaries and Assistant Secretary Fitzwilson, to take 
up the matter of co-operation in soliciting non- 
member banks to join the Association. This com- 
mittee reported at the next meeting, which was held 
January 18, that they had devised a method whereby 
in the future all the literature sent out by the Asso- 
ciation or the Sections soliciting membership would 
be co-ordinated and would not conflict. Numerous 
other suggestions were made and carried out look- 
ing to increased efficiency and the elimination of 
waste in every possible direction. 

President Goebel attended the second conference 
and expressed his pleasure over the fact that the ex- 
periment had been worked out in so short a time to a 
demonstrated success. Future c-1ferences will con- 
tinue to be -held semi-monthly instead of monthly, as 
originally planned. 
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TITLE CHANGES AMONG BANK OFFICERS 


Following is a list of officers’ title changes in institutions which are members of the American Bankers 


Association, reported to the JOURNAL-BULLETIN from January 1 to January 25, 1917. 
fer a favor by notifying this department immediately of any such changes. 
only on receipt of information direct from members: 


DISTRICT OF COLUMBIA 


Washington—H. H. McKee, formerly cashier 


National Capital Bank, now president. , 
ILLINOIS 
Chicago—Craig B. Hazlewood, formerly assist- 
ant to president Union Trust Company, now vice- 
president. 
IOWA 
Des’ Moines—A. O. Hauge, vice-president Iowa 
Trust & Savings Bank, now president, succeeding 
the late W. B. Martin. 


MASSACHUSETTS 
Marlboro—Stillman R. Stevens, formerly cash- 
_ier Peoples National Bank, now president. Arthur 
C. Lamson, formerly clerk of the board, now vice- 
president. 
MICHIGAN 
Detroit—John W. Staley, formerly vice-president 
First and Old Detroit National Bank, now vice: 
president Peoples State Bank. 
MINNESOTA 
Minneapolis—C. T. Jaffray, formerly first vice- 
president First and Security National Bank, now 
president, succeeding F. A. Chamberlain, who be- 
comes chairman of the board. Paul J. Leeman, for- 
merly assistant cashier, now vice-president. 
MISSOURI 


Kansas City—C. G. Hutcheson, formerly cash- 
ier First National Bank, now vice-president. G. P. 
Reichel, formerly assistant cashier, now cashier. 
C. W. Allendoerfer, formerly assistant cashier, now 
vice-president. 

Kansas City—W. S. McLucas, formerly vice- 
president Commerce Trust Company, now president, 
succeeding W. T. Kemper. 

St. Louis—E. C. Stuart, formerly assistant 
cashier ''hird National Bank, now cashier. 


NEW YORK 


Jamestown—F red. W. Hyde, formerly cashier 


National Chautauqua County Bank, now vice- 
president. Arthur W. Swan, formerly assistant 
cashier, now cashier. 

New York City—William Reed, formerly assist- 
ant cashier National City Bank, now vice-president 
International Bank. 

New York City—George E. Gregory, formerly 
cashier National City Bank, now vice-president. 
Thomas A. Reynolds, formerly assistant cashier, 
now cashier, succeeding Mr. Gregory. 


Members will con- 
Publication will be made 


New York City—Francis Crave, formerly cash- 
ier Broadway Central Bank, now vice-president and 
cashier. 

New York City—Owen E. Paynter, formerly 
assistant cashier Merchants National Bank, now 
cashier. 

New York City—Joseph Byrne, formerly vice- 
president and cashier Merchants National Bank, 
now vice-president Hanover National Bank. 

New York City—R. A. Parker, formerly vice- 
president Market & Fulton National Bank, now 
president succeeding Alexander Gilbert, who be- 
comes chairman of the board. 

New York City—R. D. Andrews, formerly vice- 
president Metropolitan Savings Bank, now presi- 
dent, succeeding A. S. Hutchins. 

New York City—Edward C. Delafield, formerly 
vice-president Franklin Trust Company, now presi- 
dent, succeeding Arthur K. Wood, who becomes 
chairman of the board. 

New York City—Maurice H. Ewer, formerly 
cashier National Park Bank, now vice-president. 
Ernest V. Connelly, formerly assistant cashier, suc- 
ceeds Mr. Ewer as cashier. 

Rochester—Henry F. Marks, formerly vice- 
president Traders National Bank, now president, 
succeeding Henry C. Brewster, who becomes chair- 
man of the board. 

OHIO 

Cleveland—W. M. Baldwin, formerly treasurer, 
and J. P. Harris, formerly bond officer Citizens Sav- 
ings & Trust Company, now vice-presidents. 

Cleveland—Thomas W. Hill, formerly cashier. 
Cleveland National Bank, now vice-president. 
Roscoe P. Sears, formerly assistant cashier, succeeds 
Mr. Hill as cashier. 

PENNSYLVANIA 

Philadelphia—F. B. Snyder and Harry J. Haas, 
formerly assistant cashiers First National Bank, 
now vice-presidents. 

Philadelphia—W. P. Sinnett, formerly cashier 
Market Street National Bank, ‘now vice-president 
and cashier. 

Philadelphia—H. D. McCarthy, formerly cash- 
ier Tradesmens National Bank, now vice-president 
and cashier. 

WASHINGTON 

Port Townsend—H. D. Hopkins, formerly cash- 
ier the First National Bank, now president. Jas. G. 
McCurdy, formerly assistant cashier, succeeds Mr. 
Hopkins as cashier. 
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MORTUARY RECORD OF ASSOCIATION MEMBERS 


REPORTED FROM JANUARY 1 TO JANUARY 25, 1917 


Alvey, J. P., president South Texas State Bank and. 


director First National Bank, Galveston, Tex. 

Beasley, Joseph B., director Richmond Trust and 
Savings Company, Richmond, Va. 

Birdseye, Thos. S., secretary-treasurer Derby Sav- 
ings Bank, Derby, Conn. 

Berdan, Wm., vice-president and treasurer Paterson 
Safe Deposit & Trust Co., Paterson, N. J. 

Bopp, Charles W., president First National Bank, 
Hawkeye, Iowa. 

Chapman, Charles B., secretary-treasurer Chelsea 
Savings Bank, Norwich, Conn. 

Cohn, Kaspare, president Kaspare Cohn Commercia! 
and Savings Bank, Los Angeles, Cal. 

Dudley, Wilbur I., president La Crosse County Bank, 
West Salem, Wis. 

Eliot, Chas. A., pres. Clinton Nat. Bk., Clinton, Conn. 

Erbes, Jacob, vice-pres. Old Nat. Bk., Centralia, II. 

Flanagan, Peter, director Ashland National Bank, 
Ashland, Pa. 

Galer, Frank M., vice-president Citizens Bank, De- 
Graff, Ohio. 

Gildersleeve, Ansel B., director First National Bank, 
Huntington, N. Y. 

Gilmore, Frank L., president Lenox Savings Bank, 
Lenox, Mass. 

Gordon, W. E., v-pres. Exchange Nat. Bk., Tulsa, Ok. 

Harding, B. C., cashier First National Bank, Bowl- 
ing Green, Ohio. 

Kennedy, Geo., pres. Farmers Sav. Bk., Gunwald, Ia. 

Leonard, Syrenus B., cashier Andover Bank, An- 
dover, Ohio. 


Parrish, James E., president Edgar County National 
Bank, Paris, Il. 

Robertson, Eugene P., president Albion State Bank, 
Albion, Mich. 

Ryan, Frank X., trust officer St. Louis Union Trust 
Company, St. Louis, Mo. 

Smalley, William W., president and director First 
National Bank, Bound Brook, N. J. 

Stevens, A. A., vice-president First National’ Bank, 
Tyrone, Pa. 

Van Bergen, J. W., vice-president German, ‘Savings 
and Loan Society and director First National 
Bank, San Francisco, Cal. 

Voris, Joseph R., president Citizens National Bank, 
3edford, Ind. 

Wells, Campbell, cashier Wells Banking Company, 
Platte City, Mo. F 

Wolf, Otto C., vice-president Northwestern National 
Bank, Philadelphia, Pa. 

Wood, Henry R., treasurer Taunton Savings Bank, 
Taunton, Mass. 


JOSEPH R. VORIS 


Joseph R. Voris, president of the Citizens Na- 
tional Bank of Bedford, Ind., was a member of the 
Executive Council of the American Bankers Asso- 
ciation for three years beginning 1912. He was 
fifty years of age and served as president of the 
Indiana Bankers Association in 1908-1909. 


REGISTRATION AT THE ASSOCIATION OFFICES 


FRoM JANUARY 1 TO JANUARY 25, 1917 


Bishop, A. G., president Genesee County Savings 
Bank, Flint, Mich. 

Blair, Frank, W., pres. Union Trust Co., Detroit. 

Boies, O. H., statistician Association of Life Insur- 
ance Presidents, New York City. 

Brown, Jos. G., pres. Citizens Nat. Bk., Raleigh, N. C. 

Calwell, Charles S., president Corn Exchange Na- 
tional Bank, Philadelphia, Pa. 
Clement, John :3.. second vice-president and treas- 
urer Centrai Company, Camden, N. J. 
Cutler, Ralph W., president Hartford Trust Com- 
pany, Hartford, Conn. 

Downing, William S., treasurer 
Bank, Auburn, N. Y. 

Fancher, E. R., governor Federal Reserve Bank, 
Cleveland, Ohio. 

Field, C. W., New York City. 

Goebel, P. W., president Commercial National Bank, 
Kansas City, Kan., President A. B. A. 

Hawes, R. S., vice-president Third National Bank, 
St. Louis, Mo. 

Hoyt, C. E., secretary Connecticut Bankers Associ- 
ation, South Norwalk, Conn. 

Mason, John H., vice-president Commercial Trust 
Company, Philadelphia, Pa. 


ere 


Auburn. Savings 


Monroe, C. J., president First State Bank, South 
Haven, Mich. 

Morgan, W. D., president Bank of Georgetown, 
Georgetown, S. C. 

Proctor, H. G., manager Country Clearing Associa- 
tion, Richmond, Va. 

Proctor, Mrs. H. G., Richmond, Va. 

Robinson, H. G., trustee Auburn Savings Pank, Au- 
burn, N. Y. 

Rossell, J. S., vice-president Security Trust & Safe 
Deposit Company, Wilmington, Del. 

Rossell, Paul S., Wilmington, Del. 

Sands, Oliver J., president American National Bank, 
Richmond, Va. 

Saul, B. F., president Home Savings Bank, Wash- 
ington, D. C. 

Sawyer, Dr. Olin, Georgetown, S. C. 

Shannon, C. J., Jr., president First National Bank, 
Camden, S. C. 

Taylor, W. H., cashier First National Bank, Somer- 
ville, N. J. 

Thiel, F’. J., Washington, assistant treasurer U. S. 

Townsend, Samuel, president Peoples Bank & Trust 
Company, Westfield, N. J. 

Wade, Festus J., pres. Mercantile Nat., St. Louis. 
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DEPARIMEIN T 


THOMAS B. PATON, GENERAL COUNSEL 


the Attorney General of the State of New 
York holding that the Federal Reserve Act 
does notsauthorize a national bank to use in its 


Ts following opinion issued from the office of 


business ‘the words “savings department” has been 


made public: 
December 18, 1916. 
Hon. CHARLES M. Dow, 
President, National Chautauqua County Bank, 
Jamestown, N. Y. 
Dear Sir:— 

As you have been informed, Judge Wood- 
bury is ill. Appreciating that you may desire 
an expression of opinion in answer to your inquiry 
before Judge Woodbury is able to take the matter 
up himself, we have after careful consideration de- 
cided to hold that the Federal Reserve Banking Act 
does not authorize a national bank to use in its busi- 
ness the words “savings department.” You are 
aware, of course, of the specific prohibition in sec- 
tion 279 of the State Banking Law against the use 
of the word “savings” by any bank other than a 
savings bank: 

“No bank, national banking association, 
trust company, individual, partnership, unin- 
corporated association or corporation other 
than a savings bank or a savings and loan as- 
sociation shall make use of the word ‘saving’ or 
‘savings’ or its equivalent, in its banking busi- 
ness, or advertise or put forth any advertising 
literature or sign containing the word ‘saving’ 
or ‘savings,’ or its equivalent, nor shall any 
individual or corporation other than a savings 
bank in any way solicit or receive deposits as 
a savings bank. Any bank, national banking 
association, trust company, individual, part- 
nership, unincorporated association or cor- 
poration violating this provision shall forfeit 
to the people of the state for every offense the 
sum of one hundred dollars for every day such 
offense shall be continued.” 


The question is whether the above provision is 
in conflict with section nineteen of the Federal Re- 
serve Act, so that it may be said to be superseded by 
the congressional legislation. Section nineteen 
provides: 

“Demand deposits within the meaning of 
this Act shall comprise all deposits payable 
within thirty days, and time deposits shall 
comprise all deposits payable after thirty 
days, and all savings accounts and certificates 
of deposit which are subject to not less than 
thirty days’ notice before payment.” 


We cannot deny the right of national banks to 
receive deposits in the form of “savings accounts,” 
but we feel quite certain that the above language 
does not empower such banks to do a “savings bank 
business” as that business has come to be generally 


SAVINGS DEPARTMENTS OF NATIONAL BANKS 


understood throughout the country; and therefore 
we are of the view that the State statute (section 
279 Banking Law) is still operative against the use 
of the word “savings” by any bank other than a 
savings bank. 

National banks are in the first place commercial 
banks as distinguished from savings banks. The re- 
lationship between the savings depositor and the 
bank in the case of a national bank is that of 
debtor and creditor rather than that of trustee and 
a cestui que trust as in a savings bank, and the 
funds in the latter instance are protected by strin- 
gent rules as to investment. 

The words “savings bank” have accordingly 
come to have a special meaning to small savers as 
denoting this increased protection to their deposits, 
and they would be deceived by its use by other 
banks. As Congress did not, we believe, intend to 
authorize a national bank to do business as a “sav- 
ings bank,” so it did not intend to interfere with 
any safeguards for the small savings depositor 
which the State may have devised to protect him. 
You may consult generally the cases distinguishing 
between a “savings bank business” and the business 
of receiving deposits in the form of savings ac- 
counts. 


People v. Binghamton Trust Co., 189 N. Y. 185. 

Barrett v. Bloomfield Sav. Inst. (N. J.) 54 
Atl. 543, 552. 

State v. Peoples Nat. Bank (N. H.), 70 Atl. 
542. 


It may be stated also that it is the duty of the 
Attorney General to sustain State statutes such as 
section 297 of the Banking Law unless he is con- 
vineed that such legislation is no longer of force. 

In conclusion section nineteen of the Federal 
Reserve Act concerns itself only with the reserve 
necessary to protect different forms of deposit. No 
sanction is found therein for the use of the words 
“savings department” by national banks in their 
business. 

E. E. Wooppury, 
Attorney General. 
By 
Deputy. 


The question of the right of a national bank 
to advertise for savings accounts and use the words 
“savings department” was given exhaustive investi- 
gation by the General Counsel of this Association 
a few months ago with reference to the prohibitory 
laws of a number of states, including New York, 
and an opinion thereon was published in the JouURNAL 


of the Association for November, 1916. The con- 
clusion reached was thus stated: 

“The conclusion seems warranted, there- 

fore, despite state laws prchibiting other than 

savings banks from using or advertising the 
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word ‘savings’ or from soliciting or receiving 
deposits as a savings bank, or from transact- 
ing business in the way or manner of a savings 
bank, that it would be held within the power 
of a national bank, free from the control of 
state laws, to establish and advertise a savings 
department and for savings accounts (in so 
doing necessarily using and advertising the 
word ‘savings’) and to carry on such depart- 
ment in the same way or manner that a sav- 
ings bank carries on its business, subject of 
course to the controlling provisions of the na- 
tional law as to loans and reserve and the 
regulat:xas of the Federal Reserve Board as 
to how such accounts must be carried.” 


All the decisions cited in the opinion of the At- 
torney General above quoted were considered in 
reaching the above conclusion and, notwithstanding 
the recent opinion of the Attorney General, which 
has been given careful consideration, General Coun- 
sel is still of opinion as stated in such conclusion. 
Of course, the question will not be finally set at rest 
until passed upon by a court of last resort, should 
the Attorney General bring an action against any 
national bank to recover the penalty imposed, al- 
leging violation of the state statute. 

Only one such action has heretofore been 
brought before the court of final resort in the state 
of New York. The original statute prohibited a 
bank or corporation from advertising or putting 
forth a sign as a savings bank or in any way solicit- 
ing or receiving deposits as a savings bank. A 
trust company solicited and received deposits in sub- 


stantially the same manner as a savings bank and 
carried on the business of a savings bank as a 


branch of its banking operations. An action was 
brought to recover the penalty, but the court of 
appeals held that the act did not forbid the carry- 
ing on of a business substantially as that of a sav- 
ings bank, but only forbade the conducting of such 
business under claim or pretense of being a savings 
bank. People v. Binghamton Trust Co., 139 N. Y. 
191. 

In 1905 the statute was amended by adding a 
prohibition of the use of the word “savings” by 
other than savings banks; in 1907, the Attorney 
General of New York rendered an opinion that the 
statute was applicable to national banks in the state 
and in 1914 the act was amended so as to specifically 
include “national banking associations” among the 
corporations prohibited. But despite the fact that 
many national banks in the state have been operat- 
ing and advertising savings departments, it does not 
appear that any judicial proceeding to prohibit 
them from so doing, or to enforce the penalty, has 
been taken by the state authorities. 

The opinion of the Attorney General above 
quoted is confined to the proposition that the Fed- 
eral Reserve Act does not authorize a national bank 
to use the words “savings department,” from which 
it is concluded that the New York legislation is not 


superseded but is still operative, which prohibits 
national banks from using the word “savings.” But 
long prior to the Federal Reserve Act, national 
banks all over the country, both in states where the 
use of the word “savings” was thus prohibited as 
well as in other states, were actually operating and 
advertising savings departments under the broad 
authority to “receive deposits” and the Federal Re- 
serve Act, recognizing this custom, incorporated in 
its provision as to reserves required for time de- 
posits, a definition of time deposits as comprising 
“all savings accounts * * * subject to not less 
than thirty days’ notice before payment.” The right 
of national banks under the national law to receive 
savings accounts and operate savings departments 
would seem to have been established before the Fed- 
eral Reserve Act, which Act, in recognition of such 
right, simply classifies savings accounts Subject to 
not less than thirty days’ notice before payment, 
among time deposits with reference to the amount 
of reserve to be maintained. 

The Attorney General states: “We cannot deny 
the right of national banks to receive deposits in the 
form of ‘savings accounts,’ but we feel quite certain 
that the above language does not empower such 
banks to do a ‘savings bank business’ * * * and 
therefore we are of the view that the state statute 
(section 279 Banking Law) is still operative against 
the use of the word ‘savings’ by any bank other than 
a savings bank.” But the Court of Appeals in 
People v. Binghamton Trust Co., supra, construing 
the same statute, except that it did not then prohibit 
the use of the word “savings,” expressly held that 
it was not intended to prevent an institution other 
than a savings bank from doing a savings bank 
business provided only the institution did not make 
a claim or pretense of being a savings bahk. There 
is nothing in the law as it stands today, therefore, 
which prohibits other institutions from doing a sav- 
ings bank business if they do not pretend-to be sav- 
ings banks, but under the later amendment they can- 
not use the word “savings.” So far as national 
banks are concerned, however, their right to receive 
savings accounts and operate savings departments 
under the national law, being exercised prior to the 
Federal Reserve Act and the right to receive savings 
accounts and necessarily make public the fact that 
they do so receive them, being expressly recognized 
by the Federal Reserve Act, it would seem to follow 
that the right to advertise for savings accounts and 
use the words “savings department” would be be- 
yond the control of the state law. 

Again the Attorney General points to the dis- 
tinction between national banks which, he states, are 
commercial institutions having relation to the de- 
positor of debtor and creditor and savings banks in 
which the relation to the depositor, he asserts, is 
that of trustee and cestui que trust. But the courts 
quite uniformly hold that the relation between sav- 


651 


February, 1917 


ings bank and depositor is that of debtor and 
creditor. People v. Mechanics & Traders Sav. Inst., 
92 N. Y. 7. 

The opinion published by General Counsel in 
the JOURNAL for November, 1916, is referred to for 
a more exhaustive presentation of this whole sub- 
ject. 

Since publication of the recent opinion of the 
Attorney General that national banks in New York 
are prohibited from using the words “savings de- 
partment,” a number of letters have been received 
from national banks in the state which have been 
operating savings departments, asking advice as to 
the proper course to pursue. These banks are not 
operating,a savings bank, but are conducting their 
business according to the national banking laws, and 
have a department for savings accounts upon which 
they pay,interest. They issue passbooks upon which 
is printed “savings department” and some of them 
advertise such department. These banks state that 
if they are viola.. _, any law they want to refrain 
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from so doing, but if they are not violating any law 
they desire to conduct such departments as in the 
past and not go to the annoyance and expense of 
making any change. To all such letters General 
Counsel has replied that notwithstanding the views 
of the Attorney General he is still of the opinion 
that the state statute cannot prohibit a national 
bank from using the words “savings department,” 
but that, of course, the question will not be posi- 
tively settled until decided by the court of last re- 
sort. 

He has furthermore stated that while he is of 
this opinion, he does not like to advise any national 
bank to continue to use the words “savings depart- 
ment” if there is danger of violating any state law 
and incurring the penalty of $100 per day. He has 
referred all such banks to his opinion published in 
the JoURNAL for November, 1916, in which all phases 
of the subject are discussed and suggested that they 
must decide the question for themselves and that 
they consult their own attorney upon the proposition. 


FEDERAL LEGISLATION 


SECOND cumulative digest of bills pending 
A in the Sixty-fourth Congress affecting 
banks, containing summary of all bills in- 
troduced and the progress of particular measures 
down to January 20, 1917, has been printed and 
issued under the auspices of the Committee on Fed- 
eral Legislation of the American Bankers Associa- 
tion for the use of the Committee and of those par- 
ticularly interested in matters of Federal legislation. 
Copies of this digest will be forwarded to any mem- 
ber who shall apply therefor. They are kept on file 
in the office of the General Counsel. The bill jointly 


introduced January 12, 1917, by Senator Owen of 
Oklahoma and Representative Glass of Virginia 
(S. 7838; H.R. 20045) to carry out recommendations 
of the Federal Reserve Board is printed in full else- 
where in the JOURNAL. Members who have sugges- 
tions to make to the Committee on Federal Legisla- 
tion concerning any feature of the proposed amend- 
ments should write the Chairman of the Committee, 
Mr. H. H. McKee, president of the National Capital 
Bank of Washington, D. C., or General Counsel of 
the Association, 5 Nassau Street, N. Y., who is 
Secretary of the Committee, 


OPINIONS OF THE GENERAL COUNSEL 


INDORSEMENT OF CERTIFICATE OF 
DEPOSIT BY ALTERNATE PAYEE 


Where certificate of deposit is payable to order of 
A or B, the order to pay is complete on the in- 
dorsement of either. 


From Kansas—Would you please give us your 
opinion on the following question relative to writing 
of certificates of deposit, where it is desired to have 
them payable to more than one party: We write a 
certificate of deposit, showing deposit made by John 
Smith, payable to the order of self or Mary Smith. 
Is this certificate good if indorsed by either party or 
does it require the indorsement of both parties? 


The Negotiable Instruments Act provides: “The 


instrument * * * may be drawn payable to the 
order of * * *{ (4) two or more payees jointly; 
or (5) one or some of several payees * * *,” 

Under the above it has been held by the Su- 
preme Court of Kansas in Voris v. Schoonover, 138 
Pac. (Kan.) 607, that where a promissory note pay- 
able to the order of A or B is indorsed by A only, 
to one who takes it in good faith, for value and 
without any notice of infirmity in the instrument or 
defect in the title, the indorsee is a holder in due 
course, under the provisions of the Negotiable In- 
struments Law. The court in this case says: 

“It will be observed that subdivision 4 refers to 
joint payees, while subdivision 5 refers to one or 
some of several payees. This instrument falls under 
this last subdivision. Section forty-eight of the 
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same law declares that: ‘Where an instrument is 
payable to the order of two or more payees or in- 
dorsees who are not ~artners, all must indorse, un- 
less the one indorsing has authority to indorse for 
the others.’ Gen. Stat. 1909, section 5294. Construing 
this section with subdivision 4 of section fifteen, a 
note pzyable ‘to A and B’ must, if the payees are 
not partners, be indorsed by both, but if payable ‘to 
A or B,’ the order to pa; is complete on the indorse- 
ment o. either. 

“A statute of Iowa is identical with section 
forty-eight of our law. In an action in that state 
upon a promissory note, made payable ‘to the Royal 
Mutual Life Insurance Company, or Hugh Black- 
man,’ the court said: ‘It is manifest that the note 
before us does not fall within the terms of the 
statute, for the reason that it was not made payable 
to two or more payees or to their order. It was 
made payable to either one of two payees, and under 
Code Cupp. section 3060a8, its indorsement by either 
one of the payees named therein would pass title. 
Under the last-named provision of the statute a note 
made payable to one or some of several payees is 
payable to the order of any of the payees named, 
and is negotiable.’ Union Bank v. Spies, 151 Iowa, 
178, 180 N. W. 928. While the provision of the 
Iowa Code last referred to in the opinion differs in 
phraseology from section fifteen of our Negotiable 
Instruments Law, we believe the legal effect is the 
same. Without regard to that decision, however, it 
seems clear that where a note is made payable ‘to 
A or B,’ the indorsement of either constitutes the 
order, and is sufficient.” 


TIME OF DAY OF PROTEST 


Check may be protested as soon as dishonored, but 
drawer has right to tender payment to holder 
of amount and protest fees at any time during 
day—Validity of tender to notary after protest 
while he still holds dishonored instrument. 


From Ohio—Where a check is presented, in this 
state, for payment during banking hours and re- 
fused for want of funds, has the notary public a 
right to protest it at once or should he wait until 
close of banking hours? Where protest has been 
made at once, and a tender of payment is then made 
to the notary public, after protest, but still during 
banking hours, has the notary a right to refuse to 
accept same and where he does refuse and returns 
the protested items to the holding bank, would they 
have a right to refuse to accept payment where a 
tender of same, including all costs of protest, was 
made them on the same day during banking hours? 


1. Where a check is presented and refused pay- 
ment, it is not necessary for the notary to wait until 
tke close of banking hours, but protest may be made 
immediately. The well-settled rule of the law mer- 
chant is that as soon as demand is made and dis- 
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honor occurs, notice of dishonor may be given and 
the holder need not wait until the close of banking 
or business hours to send such notice. Bank of 
Alexandria v. Swan, 9 Peters, 33; Ex parte Moline, 
19 Ves. 216; Whitwell v. Brigham, 19 Pick. 117; 
Coleman v. Carpenter, 9 Pa. St. 178. The Negotia- 
ble Instruments Act likewise provides: “Notice may 
be given as soon as the instrument is dishonored; 
and unless delay is excused as hereinafter provided, 
must be given within the time fixed by this Act.” 
(Ohio Act, 3174 t.) 

2. While the paper may be protested imme- - 
diately upon dishonor the debtor has the whole of 
the day in which to make payment and tender of the 
amount due, iz. e., face of the instrument with the 
protest fees, to the bank holding the same for col- 
lection, would be valid. In an early Pennsylvania 
case, Coleman v. Carpenter, 9 Barr. 179, the’ rule 
was thus stated as to the right of the acceptor of a 
dishonored bill to make tender of payment after 
dishonor on the same day: “The contract of the 
acceptor is to pay on demand, and that is broken if 
the bill be not paid the instant it is presented, from 
which it results that notice may be given the same 
day. True, an action cannot be brought till the next 
day from. the anomalous reason that the acceptor 
may pay after refusal, if he takes the trouble to 
seek the holder.” 

Also in McFarland v. Pico, 8 Cal. 626, the court 
said: “After due presentment and demand, the lia- 
bility of the parties becomes fixed. If, however, the 
maker of the note chooses after this to seek out the 
holder and pay his note, he can do so, and thus save 
himself from the liability to suit on the following 
day.” 

The same rule would apply to the drawer of a 
protested check. 


3. Whether the notary, while he still holds the 
protested paper and before he returns the same to 
his principal, the bank, would have authority to re- 
ceive payment when tendered the same day, has not 
been specifically decided. When a bill or note is 
handed to a notary for protest, he immediately be- 
comes agent of the owner of the paper to make de- 
mand and receive payment and to make protest if 
payment is refused. It might be said that when 
this function of making protest is performed, the 
duty of the notary is ended and that his agency to 
receive payment ceases with the protest. But it 
would seem reasonable to conclude that while he is 
still in possession of the protested instrument, his 
agency to receive payment should continue during 
the same day until he hands it over to his principal 
for the notary, while yet in possession, is the only 
one for the time being who is able to deliver up the 
instrument upon tender of payment. Although the 
point has never been specifically decided, I think 
that tender to the notary, the same day, of the 
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and whether we should have charged our depositor 
with forgery No. 8. Also advise us what effect the 
forged and genuine indorsements have on these 
checks, as they are all payable “to bearer.” 


amount due, with the protest fees, while he still 
retains possession of the instrument, would be a 
valid tender and that upon such tender the drawer 
of the check would have the right to a surrender of 
the instrument. 


RECOVERY BY DRAWEE OF MONEY 
PAID UPON FORGED CHECK 


In Oklahoma, drawee who pays forged check to bona 
fide holder free from negligence, cannot recover 
money paid—Question an open one in the state 
whether holder taking check from stranger 
without inquiry as to identity is negligent and 
responsible to drawee. 


From Oklahoma—On December 5, 1916, we paid 
two forged checks on this bank under the following 
circumstances: Two different merchants here sold 
goods and took in payment forged checks on this 
bank. Before they delivered the goods or paid the 
party his change they brought the checks to the bank 
and cashed them and returning gave the purchaser 
his change out of the proceeds of the checks. The 
purchaser was the man who forged the checks. 
These merchants are not depositors of this bank. 
On the next day we paid another of these forged 
checks to one of our depositors under the following 
circumstances: He took the check for goods sold 
and sent same in for deposit next day. He would 
be in the same position as if we had turned check 
down when presented for payment. The first two 
merchants would not. On December 11, 1916, we 
were advised by the drawer, Mr. E. Smith, of the 
forgeries and we immediately charged our depositor 
with the amount of his check. We also demanded 
payment of the other two checks which was re- 
fused. .These are .very clever forgeries and cannot 
be detected by any ordinary examination of the 
signatures. In fact, we took one of Smith’s genuine 
signatures and one of the forgeries, covering the 
checks all but the signatures, and he could not tell 
which was his signature and which was the forgery. 
We believe that the cashier exercised due care in 
paying these checks and there was nothing said or 
done to call his attention to the fact that they were 
forgeries. The merchants very often bring in checks 
to be cashed if they do not know the party drawing 
same and fear that he may not have sufficient funds 
on deposit to cover his check. The cashier supposed 
that to be the reason the checks were presented in 
person instead of being cleared through another 
bank. We paid these checks on the supposition that 
the merchants knew that the forged indorsements 
were genuine and that the party in whose favor the 
checks were drawn was the party who indorsed 
them. Does the fact that they did not use due 
diligence in ascertaining the identity of the payee 
make them liable to us? Had they ascertained this 
fact the forgeries would have been detected before 
payment. The payees named in all three of these 
checks are men who live in the same neighborhood in 
which E. Smith lives, but they had no connection 
with the forgeries in any way. Kindly give us your 
opinion, whether, under-the law, we can recover 
from the merchants on forgeries No. 1 and No. 2, 


The facts, briefly stated, are these: Three 
checks on your bank, bearing forged signature of 
Smith, a depositor, were made payable to a person 
named or bearer. The payee named in each case 
was a real person but ignorant of the forgery. The 
indorsement of the payee was forged and the forger 
tendered these checks to three different merchants 
and obtained value therefor. The forger was un- 
known to the merchants and they mzde no inquiry 
as to his identity, Two of the merchants, not de- 
positors in your bank, after indorsing the checks, 
received payment thereof at your bank before part- 
ing with value. The third merchant, a depositor, 
parted with value at the time he received the forged 
check and thereafter deposited same in your bank, 
for which he received credit. Six days later you 
were advised of the forgeries by your customer 
whose name was forged as drawer. The question is 
whether you have recourse upon the two merchants 
to whom you paid two of the forged checks, to re- 
cover the money paid and whether you can charge 
back the amount of the third check to the account 
of the third merchant who deposited the same with 
you. 

This case is governed by the law of Oklahoma. 
In 1911, upon a transaction arising before the pas- 
sage of the Negotiable Instruments Act, the Su- 
preme Court of Oklahoma held that a payee receiv- 
ing money from a bank upon a check, purporting 
to be drawn upon it by one of its depositors but 
the signature of which was in fact forged, is not 
entitled to retain the same, except upon the follow- 
ing combination of facts: First, that the payee was 
not negligent in receiving the check; second, that the 
payor was lacking in due care in paying the same, 
and, third, that upon the payor’s action the payee 
has changed his position or would be in a worse con- 
dition if the mistake was corrected than if the payor 
had refused to pay the check at the time of its pre- 
sentment. American Express Co. v. State Nat. 
Bank, 118 Pac. 711. 

But in 1912, concerning a transaction which 
arose after the passage of the Negotiable Instru- 
ments Act, the court changed its former doctrine to 
a certain extent. Cherokee Nat. Bank v. Union 
Trust Co., 125 Pac. 464. The court stated that its 
former decision involved a case arising before the 
Negotiable Instruments Act; that the Act was de- 
signed to harmonize the decisions of courts of last 
resort in respect to commercial paper; and, citing 
a number of decisions from other states to the effect 
that under the Act, the drawee bank is bound to 
know the signature of its customer to a check and 
cannot recover money paid to a bona fide holder upon 
a forgery thereof, it announced the policy of har- 
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monizing its construction of the Act with those of 
other state courts. The question before the court 
in the Cherokee Nat. Bank case was thus stated: 
“Has a drawee who, without knowledge on its part 
of the forgery, has paid a check, a right to recover 
money paid on a depositor’s forged check, in the ab- 
sence of any negligence or fraud on the part of tho 
holder to whom the check was paid?” and it held 
that a drawee who pays to a bona fide holder a 
check to which the drawer’s name has been forged, 
cannot recover the amount of such payment. 

There has been no subsequent decision by the 
Oklahoma Supreme Court upon such a transaction. 

Among the decisions cited by the Oklahoma court 
in the Cherokee Nat. Bank case is Title Guaranty 
and Trust Co. v. Haven, 126 App. Div. (N. Y.) 802, 
in which the Negotiable Instruments Act was con- 
strued as follows: “A bank which pays a check 
purporting to be drawn on it by one of its depositors 
guarantees the existence of the drawer, the genuine- 
ness of his signature, and his capacity and authority 
to draw the instrument and, where such signature is 
forged, cannot recover back the amount from the 
person from whom it was paid, although the posi- 
tion of the parties to such person has not changed in 
any respect.” 

Concerning this case the Oklahoma court said: 
“This case was, on appeal, reversed by the court of 
appeals and it was held that the statute did not 
apply in the case; but the construction of the statute 
was approved,” citing Title Guaranty and Trust Co. 
v. Haven, 196 N. Y. 487. 

From this it would appear that the Oklahoma 
Supreme Court in the Cherokee Nat. Bank case has 
changed its former doctrine as announced in Ameri- 
can Express Co. v. State Nat. Bank, supra, in effect 
as follows: “According to the earlier doctrine the 
payor, if duly careful, had a general right of re- 
covery of money paid upon a forged check, but ex- 
ceptions exis’ed to the right of recovery provided 
the holder receiving payment was not negligent, the 
drawee bank was itself lacking in due care and the 
holder would be in a worse position if compelled to 
refund than if payment had been refused in the 
first instance. Under the present and changed doc- 
trine, there is no general right of recovery of money 
paid on a forged check by the drawee from a bona 
fide holder and it makes no difference that the 
holder’s position would not be changed for the worse 
if compelled to refund than it would have been if 
payment had not been made. The fact that the 
holder has incurred the loss by advancing value upon 
a forged instrument before he has received payment 
from the drawee, is no longer an equity which would 
entitle the drawee to recover. But it would appear 
that the holder, under the new doctrine, must be 
free from negligence, in order to entitle him to re- 
tain the money, for the Supreme Court in stating 
the proposition for decision puts the question sub- 


stantially in this form: Has the drawee a right to 
recover “in the absence of any negligence or fraud 
on the part of the holder,” from which it is to be in- 
ferred that if such negligence exists recovery, other- 
wise denied, would be allowed. 

Applying the Oklahoma law as thus developed, 
if the present case was one where a bona fide holder 
of a check, bearing forgery of the drawer’s signa- 
ture, had received payment from the drawee, the 
latter could not recover the money and it would 
make no difference in this respect between the cases 
of the two checks where the recipient would be in a 
worse condition if compelled to refund than: before 
receiving payment and the case of the third-check 
where he had already suffered his loss before recciv- 
ing credit for the amount in his bank account. 

But there are two additional elements in the 
present case which must be considered: (1) not only 
the signatures of the drawer but also of the payee 
were forged, (2) the merchants in all these cases 
took the forged checks from a stranger without en- 
deavoring to ascertain his identity. 

Upon the first proposition there is a division in 
the authorities. Some courts hold that although the 
drawee cannot recover payment upon a forged sig- 
nature, he is not estopped as to the indorsement and 
where the indorsement is also forged there is a right 
of recovery. See First Nat. Bank v. Northwestern 
Bank, 152 Ill. 296; Farmers Nat. Bank Vv. Farmcrs 
and Traders Bank, 166 S. W. (Ky.) 986; McCall v. 
Croning, 3 La. Ann. 409. Other courts deny the 
right of recovery in such case. First Nat. Bank v. 
Marshalltown State Bank, 107 Ia. 327; State Bank 
v. Cumberland Savings & Trust Co., 85 S. E. (N. C.) 
5. In Trust Co. of America v. Hamilton Bank, 112 
N. Y. Supp. 84, where the name of an existing per- 
son was inserted as payee of a forged check and his 
indorsement also forged, the court held that under 
the Negotiable Instruments Act the check, being 
payable to a fictitious person, was payable to bearer 
and despite the forged indorsement, the holder ac- 
quired good title. The drawee having paid a bearer 
check to a holder in due course, could not recover 
upon the ground that the payee’s signature was 
forged. In the present case, the checks are all made 
payable to a specified person or bearer and under the 
Negotiable Instruments Act, as well as under the 
law merchant, checks so drawn are payable to 
bearer and do not require indorsement of the payee 
for negotiation or payment. The fact that they bore 
the purported indorsement of the fictitious payee and 
were afterwards indorsed in blank by the merchant 
who cashed them, did not change their character, 
but they still remained payable to bearer. I think 
in the present case, therefore, it would probably be 
held there would be no right of recovery because of 
forgery of the indorsements as the checks in any 
event purported on their face to be payable to 
bearer and did not require indorsement. 
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Coming, however, to the second element in the 
present case, that the merchants took these checks 
from a stranger without endeavoring to ascertain 
his identity, there would be fair ground for con- 
tending that such act was negligence on the part of 
the holder which would entitle the drawee to re- 
cover. But this opinion cannot be asserted with 
positiveness, pending settlement of the question by 
the Supreme Court of your state. The courts in 
different states are hopelessly divided upon the 
proposition. A number of courts hold that a person 
who cashes a forged check for a stranger without in- 
quiry as to his identity is gui'ty of negligence and 
that the drawee has a right of recovery from such 
person; other courts hold to the contrary. Limita- 
tions of space make citation of the numerous au- 
thorities on this question impracticable. I would 
refer you to Bank of Williamson v. McDowell Co. 
Bank, 66 S. E. (W. Va.) 761, in which a large num- 
ber of decisions pro and con are cited in the ma- 
jority and dissenting opinions of the court. The 
decision of a majority of the court in that case was 
that if the drawee of a forged check pays it to a 
bona fide holder, who is without fault, he cannot 
ordinarily recover the money from the person to 
whom payment is made; but that if the holder takes 
the forged check from an unknown person without 
inquiry as to his identity and forwards it for col- 
lection with its own indorsement, the holder fails 
in its duty and is liable to the drawee for the money 
paid in ignorance of the forgery, unless the drawee 
by omitting some duty resting upon it, is likewise at 
fault. In the latter case, both parties being guilty 
of negligence, the drawee cannot recover. The above 
case was peculiar in its facts, in that the drawee 
bank had no signature of its depositor in its pos- 
session to enable it to make any investigation of 


the genuineness of the signature of the check. The’ 


drawer had $1,000 to his credit in the bank and had 
never drawn any checks. The court, while holding 
that in an ordinary case, payment of a forged check 
to a person who had acquired it from a stranger 
without inquiry as to his identity, would be recover- 
able by the drawee, disallowed recovery under the 
special facts because both of the parties were at 
fault. A dissenting opinion of one of the justices 
contended the drawee would have no right of re- 
covery in any event, citing opposing authorities to 
the effect that the omission to inquire as to the 
identity of a stranger negotiating a check was not 
such negligence as to make the holder liable to the 
drawee. 

It cannot be foretold with certainty what will 
be the attitude of the Supreme Court of Oklahoma 
upon this proposition. In the earlier case of Ameri- 
can Express co. v. State Nat. Bank, supra, the 
view was taken that the holder could not retain the 
money if he was negligent in receiving the check. 
This view seems to be adhered to by the court in its 


later decision in the Cherokee National Bank case 
for, as already shown, the proposition decided by 
the court was that a drawee could not recover money 
paid to a bona fide holder of a forged check “in the 
absence. of negligence” upon the part of the latter. 
It would seem therefore to be the law of Oklahoma 
that if the holder recciving payment of a forged 
check has been guilty of negligence, he cannot re- 
tain the money, but the question has not yet been 
specifically decided whether the taking of a check 
from a stranger without inquiry would constitute 
responsible negligence. 

To summarize the foregoing as the probable law 
of Oklahoma: (1) the drawee who pays to a bona 
fide holder a check to which the drawer’s name has 
been forged cannot recover the amount of such pay- 
ment (2) irrespective of the fact whether the holder 
receiving payment will or will not be in a: worse posi- 
tion if compelled to refund than if payment was re- 
fused, but (3) if the holder receiving the forged 
check has been guilty of negligence, this will entitle 
the drawee to recover although (4) it has not yet 
been specifically decided in Oklahoma that a person 
acquiring a forged check from a stranger without 
inquiry as to his identity is guilty of negligence and 
the authorities in other states are in conflict. Fur- 
thermore, probably, (5) the fact that the forged 
check is made payable to a specified person or bearer 
and bears a forged indorsement of the payee would 
not entitle the drawee to recover the money paid. 

As I see the case, therefore, the right of your 
bank to recover the money paid the two merchants 
upon the two forged checks and to charge back to 
the third merchant the third forged check credited 
to his account will depend upon whether the courts 
of Oklahoma will hold that the merchants were 
guilty of negligence in acquiring the checks from a 
stranger without inquiry as to his identity. If this 
should be the law you probably would have a right 
of recovery; otherwise, the general rule would be 
applied that payment by the drawee of a forged 
check to a bona fide holder free from negligence is 
non-recoverable. 


LIABILITY OF INDORSER OF FORGED 
CHECK 


Indorser of check warrants genuineness to subse- 
quent purchaser and if check is forged is liable 
upon breach of such warranty. 


From Illinois—We cashed a check, drawn on 
another bank in this place, and when it was pre- 
sented through the clearance, payment was refused 
on the ground that the drawer’s signature was a 
forgery. We called the indorser in and asked him 
to make settlement to us. We granted him time to 
see the man who forged the check and while out he 
consulted an attorney as to his liability. The at- 
torney informed him that he, as indorser, was not 
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liable and that we would have to collect from the 
forger or stand the loss. After gaining that in- 
formation he refused to reimburse us. Who have 
we to look to for our money? 


The indorser of a check upon which the name of 
the drawer is forged is liable thereon to an innocent 
purchaser of the check for value, By his indorse- 
ment he warrants, among other things, that the in- 
strument is genuine in all respects and while this 
warranty of genuineness of the signature does not 
extend to the drawee, it does run to a purchaser for 
value of the check. This is the rule of the law mer- 
chant and also of the Negotiable Instruments Act. 
See Sections 65 and 66 of the Negotiable Instru- 
ments Act of Illinois which provides warranty by 
the indorser to all subsequent holders in due course 
that “the instrument is genuine and in all respects 
what it purports to be.” 

The following excerpt from the opinion of the 
court in Farmers and Merchants Bank v. Bank of 
Rutherford, 88 S. W. (Tenn.) 939 is sufficiently 
illustrative: ‘We are of opinion that the indorser 
of negotiable paper does not warrant to the drawee 
the genuineness of the signature of the maker, but 
such warranty only extends to subsequent holders in 
due course of trade. The drawee of the check is the 
party to pass upon the genuineness of the signature 
of the drawer. This is the rule, we think, by the law 
merchant and by the Negotiable Instruments Law. 
* * * The indorser of a check does warrant and 
guarantee the genuineness of the check to all subse- 
quent holders in due course; but the drawee is not 
a holder in due course.” 

In the case as stated by you, the indorser of a 
forged check obtained value from your bank thereon 
and the check was refused payment by the drawee 
because of the forgery. Under the law he was 
clearly liable to you upon breach of warranty of 
genuineness. 


' RELEASE OF INDORSER WHO GUARAN- 
TEES PAYMENT BY EXTENSION 
OF TIME 


An indorser who guarantees payment is secondarily 
liable under the Negotiable Instruments Act 
and if a binding extension of time is granted 
the principal maker without his consent he is 
discharged from liability—-Under the Negotiable 
Instruments Act a surety who signs as maker 
is not discharged by such extension, the com- 
mon law being changed in this particular. 


From Oregon—A gives to B a_ negotiable 
promissory note due in six months, B discounts same 
at the bank and indorses thus: “Payment Guaran- 
teed, Protest, Demand and Notice of Non-payment 
waived, B.” 

At the time of maturity of the note A advises 
that he cannot pay same and asks for an extension 


of time of thirty days, paying the interest in ad- 
vance, which is indorsed on the note. Is B released, 
under his indorsement, from further responsibility 
by reason of the extension of time. 

On this same paper we have another indorser 
C, an accommodation indorser, who indorses as fol- 
lows: “Payment Guaranteed, E.” 

Is he released from responsibility by reason of 
extension of time? 


The Negotiable Instruments Act provides that 
“a person secondarily liable on the instrument is 
discharged * * * (6) by any agreement bind- 
ing upon the holder to extend the time of payment, 
or to postpone the holder’s right to enforce the in- 
strument, unless made with the assent of the party 
secondarily liable, or unless the right of recourse 
against such party is expressly reserved.” (Gen. 
Laws Ore. Sec. 5953.) 

An indorser is secondarily liable on the instru- 
ment notwithstanding he also guarantees payment 
and the receipt by your bank from the maker of th: 
note of interest in advance for thirty days and in 
dorsing same on the note, would be a binding agree 
ment of the holder to extend the time of payment 
and where made without the consent of the in- 
dorser, would discharge him from liability, assuming 
the right of recourse against the indorser was not 
expressly reserved. 

The fact that the indorser guarantees payment 
and waives protest does not preserve his liability 
where the note is thus extended without his consent. 
This question arose in Northern State Bank of 
Grand Forks v. Bellamy, 125 N. W. (N. Dak.) 888. 
In that case the contract of the indorser was thus 
evidenced: “For value received, I, hereby, guarantee 
the payment of the within note and hereby waive 
presentment, demand, protest and notice of pro- 
test.” The holder of the note by agreement with the 
maker extended the time of payment ninety days ° 
without the consent of the indorser and the latter 
contended that he was released from liability on his 
guaranty. The Trial Court held that the indorser 
was in law a surety and as such primarily liable on 
the note and was, therefore, not released from lia- 
bility by the extension of time. The Supreme Court 
of North Dakota reversed this ruling and held the 
indorser discharged. 

Prior to the passage of the Negotiable Instru- 
ments Act, a surety, whether maker or indorser, 
was released by an extension of time to which he 
had not consented but under the Negotiable Instru- 
ments Act as construed by the courts in a number of 
states, a surety who is primarily liable on the in- 
strument as maker is not released. Where he is 
dorser, however, he is only secondarily liable and is 
released. The Supreme Court of North Dakota in 
its opinion in the above case brings out the distine- 
tion between sureties primarily and secondarily 
liable as bearing upon the effect of an extension of 
time upon their liability and it classes an indorser 
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who guarantees payment among those who are 
secondarily liable. It said: 

“If by the adoption of the new law a guarantor 
of payment can be said to be included in the class 
of parties primarily liable on the instrument, appel- 
lant would not be released from his obligation by 
the extension of time given to the Drayton Milling 
Company (the maker) as such Act now operates to 
release only those secondarily liable * * *. It 
is apparent that while in its*ultimate results, the lia- 
bility of a guarantor may be as absolute as that of 
a surety, the nature of his contract and the proced- 
ure necessary to hold him are very different * * *. 
However closely analogous may be the ultimate 
liability upon the instrument of surety and guaran- 
tor, the clear distinction in the character of their 
respective contracts and the procedure by which 
their obligations must be enforced, operates to place 
these parties in different classes of the persons liable 
as defined by the new law of Negotiable Instru- 
ments. The purpose in making a classification not 
provided by the former law would seem to be to 
strengthen the credit of negotiable paper by pro- 
tecting the holder against a claim that persons di- 
rectly and absolutely liable by the terms of the in- 
strument had in fact signed, not as joint makers, but 
in some other capacity. As the law now stands these 
questions of primary and secondary liability are to 
be resolved only upon the face of the instrument. 
All persons by its terms absolutely required to pay 
the same may be held as primarily liable; all others, 
secondarily. When the party in signing clearly indi- 
cates upon the instrument the capacity in which he 
is willing to.be bound, the holder in accepting it 
cannot misapprehend its true quality for he then 
knows that the party may be held in that capacity 
and no other. Appellant signed as guarantor: and, 
as in that capacity he was secondarily liable upon 
the instrument, he was released, as under the former 
law, by an extension of time to the principal debtor 
without his assent.” 

From the above, the conclusion follows that an 
indorser who guarantees payment is secondarily 
liable and if a binding extension of time is granted 
the principal maker without his consent, he is dis- 
charged from liability. This result would apply 
equally to the case of an accommodation indorser 
as to ay indorser for value who guaranteed payment. 

To preserve the liability of a surety in case of 
extension of time to the principal debtor, his signa- 
ture should be procured upon the face of the in- 
strument as maker rather than as indorser and 
guarantor of payment; then, he would not be dis- 
charged by such extension. See Cellers v. Meachem, 
89 Pac. (Ore.) 426, in which a note was signed by 
the principal maker and by “Joseph Lyons, surety.” 
The Supreme Court of Oregon held that under the 
law prior to the Negotiable Instruments Act, a valid 
agreement extending the time of payment without 


the consent of Lyons, the surety, would have dis- 
charged him but that the Negotiable Instruments 
Act has changed the rule. Under the Negotiable 
Instruments Act, Lyons was primarily liable, al- 
though he signed as surety or accommodation maker, 
and as that law expressly defines all the ways in 
which the party primarily liable may be released and 
does not include among these ways a provision that 
an accommodation maker or surety, though primarily 
liable, shall be released by an extension of time to 
the other maker without his consent, such accommo- 
dation maker is not discharged by the extension. 


CONSTITUTIONALITY OF INCOME TAX 
LAW 


The Federal Income Tax Law approved September 
8, 1916, is not unconstitutional because it im- 
poses a tax of 2 per cent. upon incomes received 
during 1916 prior to the enactment of the law. 
From Puerto Rico—Our custom is to pay the 

income tax by fiscal years ending on the 30th day of 
June. We opportunely presented our return correc- 
sponding to the year 1915-1916 ending the 30th of 
June, 1916, estimating a normal contribution for 
income tax of 1 per cent. as per the law ruling in 
that date. Subsequently, the new income tax law 
was enacted September 8, 1916, establishing a nor- 
mal contribution of 2 per cent. on the income ob- 
tained during the calendar year 1916, and consc- 
quently we are requested to pay as normal tax, 1 
per cent. on half a year ending December 31, 1915, 
and 2 per cent. on the half year ending June 30, 
1916. We understand that in collecting a 2 per cent. 
on the income obtained in the year 1916, previous to 
September 8th, a retroactive effect is given to this 
law, which in our opinion is neither just nor lawful. 
Is it your opinion that such a tax of 2 per cent. on 
the income obtained before September 8, 1916, should 
be paid without protesting? Do you believe that 
this law is unconstitutional? Have you any infor- 
mation in regard to this matter being taken to the 
decision of the courts in a trial case? 

The constitutionality of the new Income Tax 
Law approved September 8, 1916, under which a 
corporation will be required to pay 2 per cent. tax 
on its income for the entire year 1916, cannot be 
successfully assailed on the ground that the law is 
retroactive as to that portion of the income re- 
ceived prior to the date when the law took eect. 
The question arose under the former law of 1913 
and was decided adversely to such contention. 

The question was settled by the Supreme Court 
of the United States in Brushaber v. Union Paz. 
R. R. Co. 240 U. S. 1, decided January 24, 1916. 
The court said: “The statute was enacted October 
3, 1913, and provided for a general yearly income 
tax from December to December of each year. Ex- 
ceptionally, however, it fixed a first period embrac- 
ing only the time from March 1 to December 31, 
1913, and this limited retroactivity is assailed as 
repugnant to the due process clause of the Fifth 
Amendment and as inconsistent with the Sixteenth 


“Amendment itself. But the date of the retroactivity 
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did not extend beyond the time when the Amend- 
ment was operative, and there can be no dispute that 
there was power by virtue of the Amendment during 
that period to levy the tax, without avportionment, 
and so far as the limitations of the Constitution in 
other respects are concerned, the contention is not 
cpen, since in Stockdale v. Insurance Companies, 
29 Wall 323, 331, in sustaining a provision in a 
prior income tax law which was assailed because 
of its retroactive character, it was said: 

“‘The right of Congress to have imposed this 
tax by a new statute, although the measure of it was 
governed by the income of the past year, cannot be 
doubted; much less can it be doubted that it could 
impose such a tax on the income of the current year, 
though part of that year had elapsed when the 
statute was passed. The joint resolution of July 
4, 1864, imposed a tax of 5 per cent. upon all in- 
come of the previous year, although one tax on it 
had already been paid, and no one doubted the 
validity of the tax or attempted to resist it.’” 

The question is no different under the new law; 
therefore, your bank will be required to pay 2 per 
cent. beginning with the year 1916. 


ACKNOWLEDGMENT OVER 
TELEPHONE 


An acknowledgment takun by a notary over the tele- 
phone where the statute requires a certificate 
that the person “personally appeared” before 
the notary has been held invalid in several 
states; but in California its validity has been 
upheld in the absence of fraud, duress or mis- 
take—Question not decided in West Virginia. 


From West. Virginia—An acknowledgment 
taken over the phone by our notary has been ques- 
tioned and we would like to have your opinion as to 
whe‘her or not such an acknowledgment is valid. 
We are sure, or at least informed, that the question 
has not been decided by our Supreme Court, but 
would thank you for any citations you might be 
able to furnish. 


I considered this question and published an 
opinion thereon in the JOURNAL for March, 1915 (see 


page 686). In that opinion I reached the conclusion 
that an acknowledgment taken by a notary public 
over the telephone would not be valid, as it would 
not satisfy the requirement of the law that the per- 
son making the acknowledgment must personally ap- 
pear before the notary. An examination of various 
statutes in a number of states at that time showed 
that, without exception, they required the personal 
appearance of the acknowledgor before the officer 
authorized to take such acknowledgment and the 
conclusion I reached was that a person standing at 
one end of a telephone and communicating his ac- 
knowledgment of the instrument to the notary at 
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the other end, could not be said to personally appear 
before the notary within the meaning of such statu- 
tory requirements. This conclusion was fortified by 
reference to a decision of the Supreme Court of 
Minnesota in Barnard v. Schuler, 100 Minn. 289, in 
which case the court, in its opinion, intimated that 
an acknowledgment over the telephone would not 
satisfy the requirement of personal appearance be- 
fore the notary. In that case the court said: 

“There are two essential matters to which an 
officer must direct his attention in taking an ac- 
knowledgment. They are the identity of the person 
who executed the instrument, and his unequivocal 
acknowledgment that he executed the instrument as 
his act and deed. Having satisfied himself as to 
both facts, he may certify to them. Bennctt wv 
Knowles, 66 Minn. 4, 68 N. W. 111. This is a matter 
of such importance that the statute (R. L. 1905, 
§2661) makes it a misdemeanor for a notary public 
to affix his official signature to a certificate of ac- 
knowledgment unless the parties personally appear 
before him. And yet we were recently advised on 
the argument of a cause that reputable notaries are 
accustomed to take acknowledgments over the tele- 
phone,” 

In preparing the present opinion an exhaustive 
investigation has been made to ascertain the exist- 
ence of decided cases in any of the states upon the 
precise question. A result of such investigation dis- 
closes that the Supreme Court of Tennessee and the 
Court of Civil Appeals of Texas have decided that 
acknowledgments or oaths over the telephone are 
invalid while the Supreme Court of California has 
upheld the validity of such an acknowledgment un- 
less fraud be shown. 

In Wester v. Hurt, 123 Tenn. 508, it was held, 
that a married woman’s privy examination, or sep- 
arate acknowledgment to her deed cannot be taker 
by a telephone conversation; for a personal inter- 
view in her physical presence is manifestly contem- 
plated and required by the statute (Shannon’s Code, 
sec. 3753) to enable the officer to determine judicially 
that she has executed the «ed as required by law. 
The statutory form of th certificate precludes a 
construction which would authorize such acknowl- 
edgment to be taken over the telephone. The court 
said, inter alia: “The deed of a married woman liv- 
ing with her husband, conveying her general estate, 
is void without her privy examination. The form 
of this examination is prescribed by statute (Shan- 
non’s Code, sec. 3753), and every material part of 
this form is necessary to make the probate of the 
deed valid upon its face. The action of the officer 
taking the acknowledgment is a judicial one, and 
establishes by. judicial force: (1) That there was a 
personal interview between him and the bargainor; 
(2) that this interview was private and apart from 
the husband; and (8) that the execution of the deed 
was confessed to have been made freely, voluntarily, 
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and understandingly, and without compulsion or re- 
straint from her husband, for the purposes therein 
contained. * * * It is clear that if the officer 
taking the privy examination of the married woman 
does not have a personal interview with her, and 
does not propound the required questions to her 
while in her presence, he cannot determine judicially 
whether the deed has been executed in the manner 
and under the conditions that the law requires in 
order to make a valid conveyance of a married wo- 
man’s estate. This is manifest from the language 
of the statute itself. The officer is to determine as 
a’ matter of judicial judgment that she did execute 
the instrument freely, voluntarily, and understand- 
ingly, and without compulsion or constraint from 
her husband; and this he cannot do out of her pres- 
ence, because her appearance, manner, and demeanor 
may become more potent factors in ascertaining the 
truth of this than mere formal answers to 
questions.” 

In Sullivan v. First Nat. Bank, 37 Tex. Civ. 
App. 228, it was held that an oath to an affidavit 
which was required by statute to be administered in 
the mode most binding upon the conscience of the 
individual taking the same, and made by the affiant 
in the personal presence of the officer, could not be 
administered over the telephone, although the officer 
recognized the voice of the affiant. The court, in the 
course of the opinion, said: “The law requires the 
affiant to be in the personal presence of the officer, 
administering the oath; not to the end that the offi- 
cer may know him to be the person he represents 
himself to be, for it is not required that the affiant 
be identified, or introduced, or be personally known 
to the officer, but to the end that he be certainly 
identified as the person v-ho actually took the oath.” 
Further on.in the opinion, in considering the ques- 
tion with relation to a possible prosecution for per- 
jury, the court said: “It may be true that the officer, 
when he takes the affidavit of one well known to him, 
might recognize his voice over the telephone, and 
therefrom be able to testify that he took the oath 
and made the affidavit in issue. But it must be 
borne in mind that the law does not require the 
clerk or notary to be acquainted with one who be- 
comes an affiant before them. A stranger may ap- 
pear, sign an affidavit, and demand that the officer 
swear him and affix his jurat. In that case the 
officer certifies and can swear to no more than that 
the man who affixed the name to the affidavit swore 
to its truth. The name he signed may have been 
fictitious, but the individual swore to it as the 
clerk or notary certified, and he would be subject 
under that name or his true one to a prosecution for 
perjury. Now, if the contention of appellant is 
sound [that personal presence of affiant was not re- 
quired], the rule must be laid down broadly, and 
whoever might demand the official jurat by his per- 
sonal presence might also demand it over the tele- 


phone. Had it not so happened in this case that 
the clerk was acquainted with Sullivan, and identi- 
fied him by his voice, he could have done no more 
than certify that a man whom he did not know, but 
who represented himself to be Sullivan, authorized 
the name of Sullivan to be signed to the affidavit 
and swore its contents were true. The clerk could 
not possibly identify him as the one making the afii- 
davit if the question should afterwards arise. In a 
prosecution for perjury, such testimony on the part 
of the clerk would not even raise an issue against 
the unknown affiant. So, we hold that not only is 
the personal presence of the affiant required, to the 
end that by appropriate form and ceremony his con- 
science may be bound, but that it is required 
* * * that the officer may see and know that the 
man who signs also swears. No modern business 
necessity requires the broadening of these rules. To 
allow the contention of appellant would be to open a 
broad door for fraud and imposition, and hold out 
to the perpetrators a tempting chance for immunity 
from discovery and identification.” 

To the contrary in Banning v. Banning, 80 Cal. 
271, it appeared that the validity of an acknowledg- 
ment to a deed was questioned upon the ground that 
at the time the deed was acknowledged by the de- 
fendant, who was a married woman, she was “not 
visibly, and therefore not personally, present before 
the notary at the time he took her acknowledgment 
through a telephone, she then being three miles dis- 
tant from him.” To this objection the court re- 
sponded: “It is admitted that the certificate of the 
notary is in due form; and it is not alleged or pre- 
tended by the defendant that she did not voluntarily 
sign and deliver the deeds; nor that she did not 
voluntarily, and without the hearing of her hus- 
band, acknowledge the execution of them through 
the telephone, after having been informed by the 
notary of their contents; nor that any deception or 
fraud was practiced to induce her to execute the 
deeds; nor even that the plaintiffs had notice of the 
manner in which it is’alleged that she acknowledged 
the execu‘ion through the telephone. These particu- 
lars are not stated for the purpose of maintaining 
that, under any circumstances, an acknowledgment 
of a deed may be taken through a telephone, but for 
the sole purpose of showing that there is no pre‘ense 
of fraud, duress, or mistake.” Then the court, after 
reviewing a number of decisions holding that a 
notary’s certificate of acknowledgment is conclus‘ve 
as to the facts stated therein except where fraud is 
shown, held that the acknowledgment, in the instant 
case, was valid. 

In West Virginia the question has no* been de- 
cided. The statute (Wes‘ Va. Code, sec. 3806) pro- 
vides a general form of certificate of acknowledg- 
ment of instruments entitled to record which certi- 
fies that the person whose name “is signed to the 
writing above” “has this day acknowledged the same 
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before me.” It will be noted that under this form 
personal appearance before the notary is not re- 
quired to be certified. A separate form of acknowl- 
edgment by a married woman (Code sec. 3807) is 
also provided which certifies that the person named 
“has this day acknowledged the same before me in 
my said —--—————.”. Presumably it is intended 
that the notary shall fill in the place or office in 
which the acknowledgment is taken in the blank, but 
there is no previous mention in the certificate of any 
place or office to which the word “said” would relate. 
The West Virginia statute further provides a sep- 
arate form of certificate of acknowledgment of a 
corporation or joint stock assdciation as follows 
(Code sec. 3808): “do certify that per- 
sonally appeared before me in my said Fag 
etc. Under this form personal appearance is re- 
quired to be certified. It may be in these cases 
where the statute does not require personal appear- 
ance to be certified by the notary, that an acknowl- 
edgment over the telephone would be held valid. 
The question is an open one in the state. 


STOP PAYMENT OF ACCEPTANCE PAY- 
ABLE AT BANK 


AN acceptance or note made payable by the ac- 
ceptor or maker at a bank is not an assignment 
of the deposit to the holder and is subject to 
countermand by the maker before the bank has 
paid the acceptance or accepted or paid the note. 


From Washington—A makes a shipment of 
some goods to B, and B gives A an acceptance cover- 
ing the amount of the invoice, payable say January 
2, 1917, at the Consolidated National Bank of Big- 
town, N. Y. Previous to the maturity of the accept- 
ance it is forwarded to the Consolidated Bank for 


collection. B is then notified of its receipt and in- 
structs the bank that he does not want the accept- 
ance paid by them, and that they should return it. 
B has in the bank at the time the acceptance be- 
comes due sufficient money to cover it. Can the bank 
return this acceptance without incurring liability, 
or must they pay it? The item being sent without 
protest and having been transferred from A to C for 
value in the interim between the making of it and its 
due date. To put it shortly, can the maker of an 
instrument, payable at a bank, stop payment on it, 
the same as he does with a check, when such in- 
strument is of the note or acceptance class? 


I think, under the Negotiable Instruments Act, 
a note or acceptance made payable by the maker or 
acceptor at a bank is simply an order or authority 
to the bank to pay and does not constitute an assign- 
ment of the fund any more than does a check, so that 
if the maker countermands the order before pay- 
ment, as he has a right to do, the bank must obey 
the stop order. The bank will not incur any liability 
to the holder of the note or acceptance by so doing; 
on the contrary, payment in disregard of the stop 
order will be at its peril. 


Before the Negotiable Instruments Act, it was 
held in New York that the fact that a depositor has 
issued a promissory note drawn payable at a bank, 
does not in the absence of an acceptance by the 
bank appropriate the deposit or in any manner 
change the relations between the depositor and the 
bank. The former may give a different direction 
and the latter is bound to obey it. If the depositor 
notifies the bank not to pay the note, the bank can- 
not charge him with the amount if paid contrary to 
the notice. Egerton v. Fulton Nat. Bank, 43 How. 
Pr. 216. 

In some of the states, before the Negotiable In- 
struments Act, not only was a note payable at a 
bank, not an assignment of the fund, but the bank 
did not even have authority to pay the note without 
express instructions from the depositor. See, for ex- 
ample, Grissom v. Commercial Nat. Bank, 87 Tenn. 
350, where it was held that a note made payable at 
a bank was not the equivalent of a check and the 
bank had no authority to pay such note’ to a third 
party in the absence of instructions from the maker 
to that effect. 

The Negotiable Instruments Act has cleared up 
the conflict upon this latter point by the enactment 
of the provision that “where the instrument is made 
payable at a bank it is equivaient to an order to the 
bank to pay the same to the account of the principal 
debtor thereon.” It has also cleared up the former 
conflict between those cases which held that a check 
delivered to a bona fide holder constituted an as- 
signment of the ceposit before acceptance and that 
the drawer had no right to countermand payment 
and those which held the contrary, by the enactment 
of the provision that “a check of itself does not oper- 
ate as an assignment of any part of the funds to 
the credit of the drawer with the bank and the bank 
is not liable to the holder, unless and until it aceepts 
or certifies the check.” But there never was any 
conflict of authority over the question whether a 
note p:...able at a bank constituted an assignment of 
the fund in bank, the few existing authorities all 
being to the same effect that it was not an agsign- 
ment, and the only conflict was upon the question 
whether it was an order or authority to the bank to 
pay, in the absence of express instructions from the 
depositor. This latter conflict, as shown, has been 
settled by the provision of the Negotiable Instru- 
ments Act, above quoted. See, also, Elliott v. Wor- 
cester Trust Co., 75 N. E. (Mass.) 944, decided 
under the Negotiable Instruments Act in which pay- 
ment of a note made payable at bank was stopped 
by the depositor; the bank’s assets and liabilities 
were transferred to another bank which paid the 
note in ignorance of the stop order and it was held 
the payor bank was liable to the depositor as it was 
bound to know the terms upon which the deposit 
was held by its predecessor. 
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TRUST COMPANY SECTION 


OFFICERS OF THE TRUST COMPANY SECTION 


PRESIDENT 
UZAL H. McCARTER, President Fidelity Trust Company, 
J. 


Newark, } 
FIRST VICE-PRESIDENT 
FRANK W. BLAIR, Pres. Union Trust Co., Detroit, Mich. 


CHAIRMAN EXECUTIVE COMMITTEE 
JOHN W. PLATTEN, Pres. United States Mortgage & 
Trust Co., New York. 
SECRETARY 
LEROY A. MERSHON, Five Nassau Street, New York City. 


RESERVATIONS FOR ANNUAL BANQUET OF TRUST 
COMPANIES INDICATE A RECORD ATTENDANCE 


The reservations recorded to January 22, the 
date of sending this matter to press, indicate a record 
attendance at the Seventh Annual Trust Companies’ 
Banquet, to be held under the auspices of this Sec- 
tion at the Waldorf-Astoria Hotel, New York City, 
Monday evening, February 26, 1917. 

The importance of sending to the Secretary the 
reservation card, as well as names of guests and 
remittances, will be recognized by all to whom invi- 
tations have been issued. The full list of guests 
and remittances therefor may, however, be furnished 
subsequent to the subscription card indicating the 
number of seats to be reserved. The task of allotting 


seats and compiling and printing the names in al- 
phabetical order, as well as according to separate 
tables, involves a large amount of careful work, and 
in order to insure the best results in this respect, 
the lists will be finally closed on the morning of 


February 20. Invitations have this year been sent 
to all member and non-member trust companies in 
the United States, and as announced in the January 
issue of the JOURNAL, “A cordial invitation is ex- 
tended to friends affiliated with banks and banking 
houses to join the trust company men on this evening 
of social enjoyment.” In the allotment of seats the 
general plan is to follow the order of applications, 
and every effort will be exerted to comply with 
special requests in order that nothing may arise to 
mar the full enjoyment of every one in attendance. 

The boxes, as usual, will be reserved for the 
ladies and requests for reservations, which are 
gratuitous, will be met to the extent of the tickets 
issued. Tickets for reservations to the banquet and 
boxes will be mailed to all points east of the Mis- 
sissippi River by February 17, and those for sub- 
scribers west of that point will be held for delivery 
upon personal application to the Secretary, who will 
be at the office of the Section, 5 Nassau Street, New 
York, until one p. m., on the day of the banquet. A 
temporary office of the Secretary for the purpose of 
completing any belated reservations, delivery of 
tickets or for the performance of service to mem- 
bers will be open at the Waldorf-Astoria from six to 


seven p. m., on the evening of the banquet. After 
seven p. m., the Secretary may be found at table 
number twenty-eight, which will be located at the 
left of the entrance to the banquet hall, and to be 
shown on seating diagram. 

All subscribers desiring to have tickets held for 
personal delivery will kindly notify the Secretary at 
the earliest possible date. 

Guests, members and friends in attendance will 
assemble in the Astor Gallery where there will be a 
reception from six-thirty to seven p.m. The banquet 
hall will be open promptly at seven p. m. 

The complete list of speakers and subjects can- 
not be made at the date of preparing this announcc- 
ment, but the presentation of information of inter- 
est to all in attendance is being kept clearly in mind 
in completing arrangements, as well as the promi- 
nence to be given to the matter of entertainment. 

A letter received from a trust company officer 
in the Middle-west contains this inquiry: 

“I expect to be in New York about this time 
and am interested in. knowing whether or not such 
a meeting would be of interest to us, as well us 
whether a country banker would be entirely wel- 
come or feel comfortable in such a meeting.” 

This letter was answered in part as follows: 

“In reply to your valued inquiry it is a pleasure 
to advise you that the Trust Companies’ Banquet on 
February 26 is being planned in every particular 
with the clear purpose in view of presenting in- 
formation of interest to representatives of large and 
small institutions, as well as entertainment features 
equally enjoyable to all. In regard to a country 
banker being entirely welcome or comfortable in 
such a meeting we can reply with no hesitancy that 
the representatives of the smallest and largest insti- 
tutions will be equally welcome, and it is the par- 
ticular desire of the Committee that men from dis- 
tant points shall have no hesitancy in making them- 
selves known. 

“A temporary office of the Secretary will be open 
at the Waldorf-Astoria between six and seven p. m., 
and it will be his pleasure, if men coming from dis- 
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tant cities will make themselves known to him and 
thus afford an opportunity of effecting introductions 
which should be most pleasant.” 


In response to a request to this office for samples 
of voucher checks, an exhibit has been prepared and 
will be loaned to any member desiring the same. It 
is suggested, however, that with the inspection and 


study of these checks, the material in the library of 
this Association bearing upon their use be carefully 
read. This material will be loaned upon application. 


A meeting of the Executive Committee of this 
Section will be held in New York City on February 
27, the day following the Seventh Annual Trust 
Companies’ Banquet. ; 


HOW THE PUBLIC IS MISLED 


(Concluded from page 669) 


at distant points; a distinct : 1d valuable service is 
rendered in the latter case. ' 

The Federal reserve banks agree to pay the 
transportation charges on money shipped to them by 
their members to meet checks, thereby making the 
checks payable.at the banks’ own counters. 

What are the conditions? The members must 
first exhaust all other means and then they must 
ship lawful money or Federal reserve notes. This 
arrangement does not give a national bank note a 
status equal to that of a personal check, yet national 
bank notes were issued for the purpose of general 
circulation and are used to pay checks over the 
counter. To hinder the use of national bank notes 
in the payment of checks is obviously unfair. There 
are reasons why national banks are leaving the sys- 
tem, and why but less than forty state banks and 
trust companies have joined. Legislation will be 


necessary to remove some of these reasons. The 
Federal Reserve Board and officers of the Federal 
reserve banks can remove the others. It is hoped 
that both the necessary legislation and action on the 
part of the Federal Reserve Board and the officers 
of the Federal reserve banks will be forthcoming so 
that the banking system of this country may be 
popularized, unified and strengthened to a point 
where it will be able to cope with any condition 
that may arise and make America what she should 
be, “the greatest commercial and financial power in 
the world.” 

Every national banker will be interested in the 
amendments that are covered by identical bills in- 
troduced by Senator Owen and Congressman Glass, 
being S. 7838 and H.R. 20045. These bills are 
printed in full beginning on page 625 of this 
JOURNAL. 


1917 INCOME TAX PROCEDURE 


Knotty questions involving the proper prepara- 
tion of income tax returns are answered in “1917 
Income Tax Procedure,” by Robert H. Montgomery, 
just published by the Ronald Press Company of 20 
Vesey street, New York. Mr. Montgomery is a 
lawyer and an accounting expert of some note and 
his views on the subject are well worth considera- 
tion. The points covered in the book are summarized 
as follows: 

Full instructions for procedure under the new 
law of September 8, 1916, for individuals, corpora- 
tions and fiduciaries—What to do when collectors 
demand additional tax which seems to be unjust— 
How the depletion of mines, etc., should be figured— 
Instructions for keeping corporation accounts to 
show certain interest which may be deducted in full 
—Why husbands and wives should, in some cases, 
make separate returns—Rates of depreciation for 
various industries—Who is taxable under the muni- 


tions tax—Certain capital which may be classed as 
income and taxed if you are not careful—Chapters 
on history, distinction between capital and income, 
methods of computing income, non-residents’ income, 
deduction at source, etc.—Detailed procedure for 
paying under protest—Income that partnerships 
need not report—What the “fair value” of capital 
stock in the Corporation Excise Tax is—Should 
winnings on election bets be included in income?— 
Expenses of professional and business men often in- 
cluded in personal and living expenses which are 
really deductible from income—Court decisions 
which hold that certain treasury regulations were 
erroneous—How to get back the taxes overpaid on 
such items. 

The book is cloth bound, price $2.50 postpaid, 
and will be sent on approval to any banker or re- 
sponsible business man. 
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OFFICERS OF THE SAVINGS BANK SECTION 


PRESIDENT 


GEO. E. EDWARDS, President Dollar Savings Bank, 
New York, N. Y. 


FIRST VICE-PRESIDENT 


JOSEPH R. NOEL, President North West State Bank, 
Chicago, Ill. 


SECRETARY 


MILTON 


W. HARRISON 


Five Nassau Street, New York City. 


SAFETY FIRST; RATE OF INTEREST SECOND 


We are living in an age of development, of 
change, of surprises. Economically the nation is 
sound; its possibilities are incomparable, its capaci- 
ties unlimited. With an abundance of wealth in 
every section of the land it is no wonder that we 
have been and are being deluged with enterprises 
of every kind and description. The universal desire 
in some respecis seems to be, “What will be the 
margin of profit,” regardless of safety. Safety may 
be easily dispensed with ai.d the element of risk al- 
lowed to enter, the degree of which is ofttimes not 
strained. In the development of the country, in the 
tilling of the soil, in the stretching of tracks across 
barren wilderness and over high mountains where 
ponderous engines of commerce and trade go speed- 
ing to destinations, the element of risk, perhaps to 


an emphasized extent, was necessary, and con- 


tributed much toward the nation’s growth. The 
discovery of gold and of oil, the booming of cities 
and of rural development naturally resulted in open- 
ing the door to fraud and deceit. Crashes came and 
confidence went with them. The undiscriminating 
public was unable to separate the wheat from the 
chaff and trying periods of reconstruction, the pro- 
motion of good will and the building up of safety 
and security ensued. But those were days of the 
crucible, primeval days, t'- beginning of a gjgantic 
econosmic system resulting in a nation of two hun- 
dred billions of wealth, which has come to lead the 
world and to play a significant part in international 
problems. Moreover, lest we forget, the element of 
risk played no mean part in this grand result. 

The chilled steel, the product from the raw ma- 
terial, requires careful handling; it is valuable; its 
utility has increased an hundred fold from the com- 
mon iron. Just so it is with a complex economic 
system such as ours. Having passed through the 
period of the crucible, with institutions well de- 
veloped, with increasing efficiency in public and 
private life, with utility being abundantly advanced 
both in foreign and domestic transactions, the na- 
tion’s vast resources and business demand greater 
conservatism. The application of this principle to 
the business of banking more particularly interests 
us. 

Reasonable competition betveen banks is mani- 


‘able profit. 


festly a healthy condition. But when it enters the 
realm of an interest rate which is out of proportion 
to the earnings of the bank, it is both inconsistent 
as well as dangerous practice. 

For three hours one day in January the writer 
stood besidé a teller in the largest (in point of de- 
posits) postal savings bank in the country. This 
bank has about four million dollars on deposit and 
over 18,000 depositors. It is situated in the most 
thickly populated and cosmopolitan section of New 
York City—on the East Side. The writer inquired 
of a number of those who opened accounts or made 
deposits why they did not use banks other than the 
postal bank for the deposit of funds. “Safety first,” 
was the answer in each case. “Interest is not to be 
compared with the safety of our funds.” “We get 
2 per cent. interest here, and we are surprised when 
even that is given to us.” “We know that our money 
is absolutely safe.” Of course, it is the United 
States which stands as a guarantor, and such de- 
positor is fully aware of the safety of the bank’s 
foundation. The point to be made is, Safety first; 
rate of interest second. In banking more local 
quarrels have resulted over the difference in the in- 
terest rate than for any other reason. One bank 
raises its rate to 4 per cent. and the half dozen 
other banks in the community feel it incumbent 
upon them to raise their rate, whether they can af- 
ford it or not, sometimes even to the point of affect- 
ing the safety of the institution; all for fear of los- 
ing business. 

If a bank builds up its business on the basis of 
safety and security, soundness and stability, it will 
live longer, obtain the full confidence of its de- 
positors and never want for business and a reason- 
“Be conservative.” 


M. W. H. 
SECTION NOTES 


FEBRUARY 3D—“THRIFT Day.” 
The following resolution was unanimously 


adopted by the Administrative Committee of the 
American Bankers Association on January 17, 1917: 


WHEREAS, The Savings Bank Section, 
American Bankers Association, has 
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been promoting a movement of thrift 
and conservation throughout the coun- 
try, and 

WHEREAS, The habit of thrift and system 
in private affairs is much needed in the 
people of the United States, and 

WHEREAS, February 8, 1917, has been 
designated as Thrift Day by governors 
of several States and municipal execu- 
tives, for the purpose of, calling simul- 
taneous attention on one particular day 
to the savings habit and the desirability 
of greater thrift; now, therefore, be it 

RESOLVED, That the Administrative Com- 
mittee of the American’ Bankers Asso- 
ciation heartily indorses such beneficial 
movement, and declares its support of 
February 3 as a permanent Thrift 
Day. 

ScHOOL BANKING IN NEW YORK. 

In New York City there are 165 school banks 
in operation, where only six months ago there were 
thirty. Within the six months that this work has 
been under way, the number of depositors has in- 
creased from 19,000 to 70,000—the savings on hand 


from $91,000 to $175,000, and the gross business ~ 


from $76,000 to $225,000. Six months ago there 
were only 69,000 school children enjoying the privi- 
lege of banking, while today this number exceeds 
830,000. The establishment of school banks insures 
persistent and regular training of the children at 
an impressionable age in habits of thrift, efficiency 
and accuracy. In the line of real vocational train- 
ing school banking is without an equal. It gives the 
children an understanding of practical methods for 
conducting personal affairs. This training once 
secured will be conducive to a better knowledge of 
practical economics, the uses and abuses of money, 
the proper handling of moncy, the value of money 
and an intelligent confidence in the factors of com- 
merce and finance, 


Establish a school savings system in your city. 
The Section is prepared to furnish you advice on 
how to go about it. 


SERVICE TO MEMBERS 

The Section stands ready at all times to render 
to members the best kind of service. We want your 
membership in the American Bankers Association 
to mean everything to you. 


SETTLEMENT SAVINGS 


The Section is taking the place, in some meas- 
ure, of the Penny Provident Fund which went out 
of business last year. For information communi- 
cate with the Secretary. 


THE DOLLAR AND THE LAW 

Eight hundred theatres have already exhibited 
the film of the Nation-Wide Thrift Movement. It 
speaks very well for the film when it is considered 
that the release date was only two months ago. 


Do You NEED NEw ForRMS? 

For four dollars per copy the Section will send 
to members a book of forms for savings banks and 
savings departments af commercial banks and trust 
companies. You do not know when you may need 
the valuable suggestions it contains. Send in your 
order and draft for a copy. 


BIBLIOGRAPHY ON THRIFT 

Any member desiring a comprehensive bibliog- 
raphy on thrift; also containing the Savings Bank 
Centennial address delivered in Kansas City by 
Edward L. Robinson, may secure one on request. 
The book will be ready for distr bution shortly and 
requests will be honored as soon as possible. 


GARY, Rock ISLAND AND TOLEDO 
After four months of thrift campaigning great 
results are reported. 


SAVINGS IN NEW YORK CITY 

During the past year New York City can boast 
of an increase of 139,000 depositors and over $130,- 
000,000 in savings deposits. The fifty-nine savings 
banks have 2,260,000 savings accounts with re- 
sources of over $1,500,000,000. The percentage of 
savers to population is 47.6 per cent. 


COST OF LOW LIVING 


Stillman M. Kenney is a cotton mill operative in 
Augusta, Maine, and, it is reported, lives on 80 cents 
a week. Kenney absolutely abstains from using 
butter, eggs, meat, rum, tobacco, gum, pie, tea, 
coffee, cocoa, and sugar. He uses little meat, does 
his own laundry work, borrows all the water he 
drinks, uses three cents worth of kerosene oil a 
week for cooking; has no telephone, coal, gas, elec- 
tric, or water bills, writes but four letters a year; 
rides twice a year on the electric cars; never rides 
on steam trains, and goes to a moving-picture show 
one night out of 365, 

Here are his supplies for a week: 


1 can clams 

Stale wihiite: bread 
Salt pork (every othcr week) ......................-ccccesee- .08 
Potatoes 

Can and a half of salmon 

Can of evaporated: .09 


In other words, Kenney earns $10 a week and 
puts $9.20 in the bank every Saturday. 


CLEARING HOUSE SECTION 


OFFICERS OF THE CLEARING HOUSE SECTION 


PRESIDENT 
W. D. VINCENT, Vice-President Old National Bank, 
Spokane, Wash. 
VICE-PRESIDENT 


JOHN McHUGH, Vice-Pres. Mechanics & Metals Nat’l Bank, 
New York, N. Y. 


CHAIRMAN EXECUTIVE COMMITTEE 
STODDARD JESS, President First National Bank, 
Los Angeles, Cal. 

SECRETARY 
JEROME THRALLS, Five Nassau Street, New York City. 


MONTHLY 


ON THE WAY 


Bankers in the following cities and towns are 
considering the proposition of organizing clearing 
houses in their respective communities: Bucklin 
and West Plains, Mo.; Butte, Mont.; Boitineau, 
Fessenden, Harvey, Hettinger, Jamestown, Ken- 
mare, Killdeer, Lisbon, Mandan, New Rockford, 
Towner, Van Hook, Wahpeton and Williston, N. D., 
and Watertown, S. D. e interest in North 
Dakota is in a large measure due to the efforts of 
Mr. W. C. Macfadden, who is an enthusiastic be- 
liever that co-operation is an essential and valuable 
factor in modern business. 


AN INTERSTATE CLEARING HOUSE 

One of the first acts of the newly-organized 
Easton-Phillipsburg (Pennsylvania and New Jer- 
sey) Clearing House Association was to join the 
Clearing House Section. Here are our good wishes 
for success to the new organization and hopes that 
ninety-nine other associations will be formed during 
the year. Every town with two or more banks 
should have a clearing house organization. The 
benefits are many and the cost is but little. 


NEW ORGANIZATION, BUT NOT ELIGIBLE 

A clearing house has been organized at head- 
quarters, where the officers and heads of depart- 
ments of the American Bankers Association meet 
at a stated hour semi-monthly, exchange views and 
ideas and settle their differences. This is another 
chance for co-operation to demonstrate its worth. 


CLEARING HOUSE EMBLEM 

The Chicago Clearing House Association has 
taken a valuable step forward in adopting an official 
emblem—a fac-simile of which is given herewith, 
and which is being displayed in the lobbies, on the 
doors and windows and upon the checks and station- 
ery of the associated banks of that city. Accom- 
panying this movement a campaign of education is 
being conducted to inform the public of the real pur- 
poses of clearing houses and their value to the pub- 
lic. Clearing house examinations are not a guar- 
antee against loss, but the fact that no depositor 
ever lost one dollar because of the failure of a bank 
under clearing house examiner supérvision is a 
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strong commendation of clearing houses. The Ex- 
ecutive Committee of the Clearing House Section is 
considering this emblem with the view of recom- 


menaing its adoption by all clearing houses. The 
Secretary of the Section will be glad to receive your 
views regarding it. 


NUMBERS FACILITATE SORTING AND CUT COST 


It costs forty cents per thousand dollars to sort 
and classify national bank notes in the redemption 
department of the treasury at Washington. What 
does it cost to sort, classify and route checks in the 
transit departments of banks? Whatever the cost, 
it can be materially reduced by the application of 
modern methods. The numerical system and the no- 
protest symbol plan are valuable agencies and are 
being used to great advantage by thousands of 
banks. If you have not adopted these two labor- 
saving ideas the Secretary of the Clearing House 
Section will be glad to furnish you with full in- 
formation regarding their value and use. 

Now that the boundaries of the Federal reserve 
districts seem to be fairly definitely fixed, banks can 
greatly facilitate the sorting and handling of checks 
and drafts by having printed across the middle 
thereof, in large hair-line type, the number of their 
respective Federal reserve districts. 


BLow To HIGH COLLECTION CosTs 

The Kansas City County Clearing House 
handled 326,676 country checks during the month 
of December, 1916, aggregating $13,861,560. The 
overhead expense or service charge thereon was 
7-10th cent per check; this in spite of the wide 
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area covered. Checks were handled on 5,429 banks, 
of which 4,224 were not members of the Federal 
reserve system. The reduction made in the over- 
head expense during the year was 6.6 per cent. The 
net saving effected on exchange and expense was 
$24,709.14. The total of checks collected during the 
year was $137,273,846, an increase of 26 per cent. 
over the volume handled in 1915. 

Fow can any large city afford to be without a 
country clearing house? Now is the ideal time to 
organize and to evolve plans whereby the country 
clearing houses can be united in a national associ- 
ation through which checks and drafts can be col- 
lected on every section of the United States. 

A consolidated report of the country clearing 
houses will appear in the next issue of the JOURNAL- 
BULLETIN. It will pay you to look it over. 


NEw KEy TO NUMERICAL SYSTEM 


An up-to-date Key to the Numerical System 
will be published March 1, 1917. The cost of this 
book will be the same as in the past, namely, $1.50 
per copy. It will be of convenient form and will 
contain two complete lists of the banks of the United 
States, one list crranged alphabetically according 
to states, towns aid banks with the respective num- 
bers assigned thereto, and another list with the 
banks arranged in numerical order, properly classi- 
fied as to states and towns; so that if the number 
of a bank is known the name can be readily ascer- 
tained or if the name is known the number can be 
easily ascertained. Every bank should make use of 
the numerical system. It is a labor and time saver. 
These books can be obtained from Jerome Thralls, 
Secretary of the Clearing House Section, or from 
Rand, McNally & Co., Chicago. Please send in your 
order at once. 


MimD-WINTER MEETING PLANNED 


The Conference of Clearing House Examiners 
and Managers is planning to hold its Mid-Winter 
Meeting during the early days of March, 1917, either 


in Chicago or St. Louis. A program is being ar- 
ranged which will include the questions that are 
of vital importance to clearing houses. It is hoped 
through this conference to evolve many new and 
valuable ideas and to develop and improve every de- 
partment of the clearing House work. 

A clearing house examiner at the close of the 
first conference remarked, “What I have gained 
through these discussions has five times repaid me 
for the trouble and expense of attending.” 

It is certain that the second conference will be 
more valuable than the first. Every clearing house 
examiner and manager who can possibly spare two 
or three days’ time should attend. 


SUBMITTED FOR CONSIDERATION 
The Clearing House Section is about ready to 
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institute a plan for automatically conveying in- 
structions relative to wiring non-payment on checks 
and drafts drawn upon banks and ordinarily re- 
ferred to as cash items. Do not make use of this 
suggestion until it has been fully developed and its 
inauguration has been announced in these columns, 
but consider it carefully and communicate your sug- 
gestions or criticisms to the Secretary of this 
Sec’ion. 
The Plan 

1. The symbol to be of circular design and to 
contain the words, “Telegraph non-payment” to- 
gether with the transit number of the bank using 
same, as: 


2. The symbol to be applied to the face of 
checks and drafts under the minimum fixed and 
upon which a report by wire of non-payment is de- 
sired. 

8. The instructions on cash letters to be uni- 
form and as follows: 

Telegraph non-payment to the first bank in- 
dorser on all items $500 or over and on those bear- 
ing this stamp: 


or similar stamp containing the transit number of 
a preceding indorser; also telegraph non-payment 
to last indorser on all items of $1,000 or over. 


Books AND FORMS 

The Section will supply to the members of the 
American Bankers Association at $5 and to others 
at $7.50 a morocco bound book containing a treatise 
on bank accounting and 300 suggested forms for 
use of national and state banks, and will supply free 
to bankers who are interested in organizing a clear- 
ing house a book covering the origin, development, 
functions and operations of the clearing house and 
containing suggested articles of association for the 
use of those desiring to organize. 


THE No-PROTEST SYMBOL PLAN 

This is a time and labor saver. The up-to-date 
banks are using it. The cost of installation is forty 
cents. The Secretary of the Section will order the 
stamps for you and will send you upon request a 
leaflet and circular giving all particulars. 
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NATIONAL 


BANK 


SECTION 


OFFICERS OF THE NATIONAL BANK SECTION 


PRESIDENT 
J. 8. CALFEE, Cashier Mechanics-Amerie.m National Bank, 
St. Louis, Mo. 
VICE-PRESIDENT 


J. ELWOOD COX, President Commercial National Bank, 
High Point, N. C. 


CHAIRMAN EXECUTIVE COMMITTER 


OLIVER J. SANDS, President American National Bank, 
Richmond, Va. 


SECRETARY 
JEROME THRALLS, Five Nassau Street, New York City. 


‘HOW THE PUBLIC IS MISLED 


An Eastern metropolitan newspaper stated in 
part in a recent edition “that business men have 
been paying as much attention to the desirability of 
the new Federal reserve check collection system, 
which is doing the work of domestic exchange at 
virtually cost as have so many bankers who have 
objected to it because it means a loss of revenue to 
them, and that the banking people are on a still 
hunt to kill the new method of collecting checks 
which reduces the cost from $2 or $3 per $1,000 to 
one cent per item.” 

What is there to this statement? 

1. A claim that the Federal reserve banks 
are doing the work of domestic exchange at 
virtually cost. 

2. A statement that bankers object because 
of being deprived of revenue. 

8. A charge that the bankers represented 
by the Committee of Twenty-five have set about 
to kill the Federal reserve clearing and collec- 
tion sys*em. 

4. A declaration that the cost (presumably . 
including exchange) ,of collecting the so-called 
country checks prior to the inauguration of the 
Federal reserve clearing and collection system 
was $2 or $3 per $1,000. 

5. A claim that the cost (presumably in- 
cluding -exchange) of collecting country checks 
has been reduced to one cent per item. 

This is a fair illustration of what is being fed 
to the public daily through the press, Such state- 
ments should be corrected. The public when prop- 
erly informed can be depended upon to do what is 
right. The public wants the facts and it is incum- 
bent upon the bankers to see that it gets them. 

Answering Claim No. 1.—The Federal reserve 
banks are handling less than 10 per cent. of the do- 
mestic exchange. They do not create that exchange 
nor do they provide a means whereby it can be 
created without cost. They merely serve as an 
agency through which a confused section of law 
operates in such way as to cause thousands $f little 
banks to render without compensation a valuable 
service which entails labor, risk and expense. This 
the country banks do in furnishing domestic ex- 
change free to the Federal reserve banks, in turn by 


them to be given after deducting their own expense 
(referred to as being the virtual cost of the ex- 
change) to the depositing member and by that mem- 
ber to be credited to jobbers, manufacturers, mer- 
chants and wholesalers, who are the real bene- 
ficiaries. Is a section of law that causes certain 
citizens scattered throughout the country to render 
a substantial service without pay in order that 
others may be relieved of expense or may enjoy in- 
creased profits fair or desirable? It is not fair or 
desirable and should be modified or eliminated. 

: Answering Question No. 2.—The statement that 
bankers object to being deprived of their revenue 
is correct. Banks are organized primarily for the 
profits they may yield. No bank can maintain and 
increase its strength without proper earnings. Any 
bank that operates without profit and solely for 
other purposes becomes a menace to its community. 
The size of a bank is not a criterion of its strength 
and usefulness. Small banks are equally as impor- 
tant to the communities they serve as are the large 
banks to the communities they serve, and it is 
equally vital that their rights be protected and their 
revenues be assured. 

It is un-American to ask an individual’ to work 
without pay and it is equally un-American to require 
by law or otherwise that a certain class of banks 
shall render a substantial service to the public free. 

The purchase and sale of domestic exchange is 
a primary and legitimate function of a bank. The 
country banks are unwilling to surrender . the 
revenues that accrue from this function. If a custo- 
mer goes to the First National Bank of Emporia, 
Kansas, and purchases a draft on New York for 
$1,000, that bank unquestionably is justified in 
charging its usual rate of one-tenth:of 1 per cent. ex- 
change. We will assume that as a matter of con- 
venience the customer sits down at his desk in his 
office and draws his personal check upon the First 
National Bank of Emporia, Kansas, and sends it to 
New York to pay his bill. The check is later presented 
through the Federal reserve bank and the First 
National Bank of Emporia remits or ships currency 
to cover—in other words, makes the check good to 
meet its customer’s obligation in New York. The 
customer has received the same service and benefits 
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th.* he would have received had he purchased New 
York xchange. Is the First National Bank of 
Emporia 2ntitled to the same compensation? The 
customer received identical service; the bank is en- 
titled to the same compensation. Country bankers 
are quite willing that the exchange shall be regu- 
lated but they do not want it eliminated. Bankers in 
_ general desire to co-operate in evolving and develop- 
ing the most scientific and economical method of 
producing and marketing domestic. exchange, and 
they want the public to be given the full benefits of 
the savings that are effected because of such meth- 
ods; but they are not willing that the public shall 
benefit beyond such savings. 

Answering Charge No. 3.—It is not the pur- 
pose of the Committee of Twenty-five to tear down, 
but rather to construct. The Committee was created 
under authority of a resolution which charged it 
with the responsibility, co-operating with the Com- 
mittee on Federal Legislation, of securing an 
amendment to section sixteen of the Federal Reserve 
Act, and modifications and changes in the Federal 
reserve clearing and collection system that will 
make its operations fair and equitable to the hanks 
and the public. The Committee feels that co-opera- 
tion is a great factor and is necessary to the success 
of u:\y system that may be evolved, and all features 
of compulsion and coercion should be removed. 


Like any private business of similar nature the 
Federal reserve clearing and collection system can 
be developed, and will endure because of merit only, 
that is, its ability to render efficient service along 


the most economical lines. Co-operation cannot be 
secured from banks when ‘*ey are denied the rights 
guaranteed to citizens by the Constitution of the 
United States—that is, the right to demand and re- 
ceive pay for services rendered. 

The amendment which has been suggested pro- 
vides that banks may make a reasonable charge for 
service and expense incurred in covering by remit- 
tance or otherwise checks and drafts drawn upon 
them, and presented by a Federal reserve bank, the 
charge to be made against the presenter and in no 
case to exceed ten cents per hundred dollars or 
fraction thereof, based on the total of such checks 
and drafts presented at any one time. If passed, 
this amendment would restore to banks the rights 
enjoyed by other citizens and would prohibit exorbi- 
tant charges and would leave exchange to be gov- 
erned along natural lines, that is, by competition 
and the flow of business to and from the different 
sections of the country. 

Answering Declaration No. 4.—The average 
charge made upon the so-called country check prior 
to the inauguration of the Federal reserve clearing 
and collection system was reduced to $1 per $1,000. 
The statement that the cost was $2 or $3 per $1,000 
is not in accord with the facts. 

Answering Claim No. 5.—The majority of the 


Federal reserve banks have been charging for ser- 
vice within their own offices at the rate of one and 
one-half cents per check, and others have charged as 
high as two cents per check. This charge is only a 
small part of the expense incidental to the collection 
of country checks, the part of the costs above the 
charge made by the Federal reserve banks has 
merely been shifted together with the float to the 
country banks. 

The Federal reserve banks are presumed to 
have the most modern equipment and to be using the 
most efficient and scientific methods in every depart- 
ment, yet their average service charge on checks is 
more than double that made by the country clear- 


_ing houses. If the service charge of one and one-half 


cents per check represents a fair figure, with mod- 
ern equipment and scientific methods, it is entirely 
fair to assume there is a like expense incurred in 
handling checks within the offices of the members 
who deposit them with the Federal reserve banks, 
and within the offices of the banks upon which they 
are drawn. On this basis the cost of the physical 
handling in the three institutions would be four and 
one-half cents per check. 

The amount of the average run of checks 
throughout the United States is slightly more than 
$40, or twenty-five checks to the thousand dollars. 
The actual cost on this basis exclusive of exchange 
would be $1.12% per $1,000. Fortunately commer- 
cial banks have cut the handling cost to 1.32 cents 
per check, and the country clearing houses have 
pulled it down to .7 cents per check. 

The Federal reserve banks hold that no bank 
should or would charge exchange when paying a 
customer’s check over its counter, and a bank must 
meet its obligations to its customers dollar for dol- 
lar. That position is correct, but does the customer 
who sends his check to a distant point want the 
funds paid over the counter? If the funds are paid 
over the counter he must find some way of trans- 
porting or transferring them to the point where he 
desires to liquidate his obligation. There is no 
agency that will perform that service for him free. 
He can send the money by messenger, post-office 
money order, registered mail, express, express-money 
order, or have it transferred by telegraph. ~All these 
agencies, save one, are authorized by law to charge 
for such service, and the charge made by them is far 
in excess of that which is made by a bank for re- 
mitting for a check or for exchange. The charge 
on post-office domestic money orders averaged $9.10 
per thousand dollars last year, while the charge on 
the so-called country checks which is sometimes re- 
ferred to as a “toll gate” upon the highway of com- 
merce was only $1 per thousand. There is a vast 
difference in a bank liquidating its obligation to its 
customers and being called upon to shift its credits 
so as to liquidate its ~1stomer’s obligations to others 


(Concluded on page 668) 
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SIATE BANK. SECTION 


OFFICERS OF THE STATE BANK SECTION 


PRESIDENT 
J. H. PUELICHER, Vice-Pres. Marshall & Ilsley Bank, 
Milwaukee, Wis. 
FIRST VICE-PRESIDENT 


E. D. HUXFORD, Pres. Cherokee State Bank, 
Cherokee, Iowa. 


CHAIRMAN EXECUTIVE COMMITTEE 


Cc. B. HAZLEWOOD, Vice-Pres. Union Trust Company, 
Chicago, Ill. 


SECRETARY 
GEORGE E. ALLEN, Five Nassau Street,-New York City. 


STATE BANK VOX 


UNIFORM LAWS 

From Washington: “We think it just as advan- 
tageous to have uniform state banking laws as it is 
to have a uniform negotiable instruments law. We 
believe that a committee composed of one man from 
each state in the Union, selected by the governor of 
the state or the president of the state bankers’ asso- 
ciation, could get together and make laws that would 
be applicable to every state in the Union in so far 
as the main objects were concerned. This committee 
could get the recognition and command the attention 
of members of the legislature.” 


REAL ESTATE LOANS 


From Montana: “A large percentage of state 
banks having been built up on state banking laws, 
which in a large measure have been more liberal in 
real estate and farm mortgage loans, would necessi- 
tate state banks to call many of the last-mentioned 
loans, more particularly real estate loans, in order 
to comply with the requirements of the Federal re- 
serve system.” 


IF 
From Iowa: “If the Federal reserve system 
proves good, I think in time all the state banks 
should become members of the system.” 


AMOUNT OF CAPITAL 

From Washington: “The same _ relationship 
should exist between the state banks and Federal 
reserve banks as exists between national banks and 
Federal reserve banks. The only change necessary 
would be to take the bank in upon the condition that 
exists now in regard to capital and assets if it would 
stand a certain test. This bank would be pleased 
to be a member of the Federal reserve system, if it 
was not required to double its capital stock.” 


POLITICS 
From Oregon: “When the Federal reserve sys- 
tem was first organized I thought that possibly we 
would have a banking system in which we could 


unite, but, alas, from its very inception the Federal 
reserve system has played politics. The best thing 
to do is to strengthen and unify the state banks.” 


VICE-PRESIDENT HAZLEWOOD 


Craig B. Hazlewood has been promoted to a 
vice-presidency in the Union Trust Company of 
Chicago. If Mr. Hazlewood were not Chairman of 
the Executive Committee of the State Bank Section, 
the JOURNAL-BULLETIN would say that he combines 
in a rare degree knowledge of the principles and 
practices of banking, and is possessed of a personal- 
ity that approximates the invincible. In view of his 
official position in the Section, however, only the 
bare announcement of his promotion can consistently 
be published. 


SIMPLIFIED COLLECTIONS 

From Washington: “We think there should be a 
city clearing house for the concentration of country 
items and then these items should be forwarded di- 
rect to the town upon which they are drawn and 
should be remitted without cost to any principal 
point that they may be desired. Upon advice, that 
the items were paid, final accounting would be made 
to the banks which deposit them with the clearing 
house committee and would be handled just the same 
as the local clearing house, with the exception of the 
final payment of the items. This would eventually 
cause all the banks to absorb all the cost incident 
to the handling of the items, such as postage and 
salaries, etc., in their regular way, which would 
have a tendency to keep the interest rate up a litile 
bit, but would be better in the long run for every one 
concerned.” 


“PATRIOTISM” AND BUSINESS 

From Indiana: “While we are not doing a com- 
mercial business, but confine ourselves principally to 
mortgage loans with a small percentage of collateral 
loans, yet we .realize that the great and important 
principle of co-operation which was sought after in 
the enactment of the Federal reserve system is not 
being attained under present conditions, and it will 
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not be realized until some inducement is offered state 
banks to join it. We believe that it is almost a 
patriotic duty for banks to join the system, but it 
can not be expected until the law is so changed as 
to give such a state institution as ours some means 
of assisting itself in times of stress, and enabling 
it to assist others. That is the only part of co- 
‘operation which counts, and without that we could 
not be business-like in joining, even if we would be 
patriotic. In our opinion mortgage loans should be 
admitted to discount to a reasonable extent at the 
Federal reserve bank, and when that is done a great 
many institutions like ours will join, and then the 
co-operation which was talked about in the begin- 
ning will be a reality to that extent, and banks and 
community will be better protected in times of 
stress.” 
COUNTRY BANK PROBLEMS 

From West Virginia: “The relationship that 
should exist between state banks and the Federal 
reserve system is the same relationship as that 
which now exists between state and national banks. 
They are chartered under and governed by entirely 
different laws, and should maintain and be subject 
to a banking system entirely separate and apart 
from the Federal reserve system. There should be, 
however, more uniformity in the state banking laws 
of the various states, and more uniformity in the 
state banking laws among the several states. There 
should be enacted such laws as would best suit the 
state banking system among the several states, and 
as nearly uniform as the conditions of the various 
sections of the nation will permit. There should be 
an interest law, similar to that now existing in a 
few states, making the legal rate of interest 6 per 
cent., but permitting the enforcement of contracts 
bearing 8 per cent. or 10 per cent. interest, as the 
present laws and customs of some states now pro- 
vide. If the country state banks were permitted to 
collect more than the legal rate of interest as it now 
stands, to off-set the small exchange charge they 
now make, they would, I believe, willingly and gladly 
remit at par for all checks drawn on themselves, 
and would assist in establishing a satisfactory and 
adequate check clearing and collection system. As 
it is today the country bank, while it is the one 
potent and all-important factor in the development 
of the rural districts barely exists, even with the 
small annual income from its exchange c’ arge.” 


MORTGAGES AND DISCOUNTS 

From Oklahoma; “We do not think there should 
be any relation between the country banker, either 
state or national, with the Federal reserve system. 
We do not think the country banks can afford to be- 
come members of the Federal reserve system, for the 
reason that they have different classes of clients, 
different problems, different methods and they give 


a different kind of service. Most of them think 


mortgage loans of more importance than discounts.” 


DON’T MIX 

From Oklahoma: “The Federal reserve system 
was not made for the state systems and it cannot 
conform to the requirements of the several state sys- 
tems. It was formed for the national system and 
this part of the law had the major object in view 
of some day having only one class of banks, na- 
tionals, and until such time the Federal system can- 
not successfully father both systems. There should 
be no relationship.” 


RECIPROCITY 


From Iowa: “We believe that every bank in the 
United States should be a member of the Federal 
reserve system. If each member is required to pur- 
chase stock, and keep its reserve with the system 
without interest, the system should clear everything 
without charge and credit on day received.” 


FREE EXCHANGE 


From Tennessee: “As to the proper system of 
clearing and collecting checks, I am entirely out of 
line with my associates and friends, and especially 
with the country banks, one of which mine is. I 
think the reserve banks should cnarge nothing for 
their services in the form of exchange, but shouid 
treat all checks and current cash items as they have 
for years been treated by the city correspondents, 
which is to give credit upon receipt, and charge no 
exchange except where an exchange loss is excessive. 
Of course, they would have to fix a definite rule on 
what would constitute a loss in ‘excess.’ The money 
gathezed by the reserve banks for exchanze belongs 
to the banks who are paying it, which means that 
we are paying for the keeping of an account, which 
in the long run results in no advantage to the mem- 
ber banks, who are the legal owners of the reserve 
banks. And in return, country banks should not 
charge their.customers for anything except where 
they receive one of these ‘excess’ notices from the 
reserve banks.” 


GOOD INSURANCE BUT COSTLY 


From Arkansas: “I will say I think it entirely 
too early for the discussion as to the part state 
banks should take with the Federal reserve system. 
I think we ought to wait for possibly considerable 
time, and see what the Federal reserve banking sys- 
tem really is, something definite in regard to their 
plans and aims, and let the matter settle and find 
out what the system is going to be. I believe it is 
a step in the right direction, that it is a wonderful 
insurance policy, but under existing conditions the 
rate on the policy is so high that for many of us it 
would be prohibitive.” 
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STATE SECRETARIES SECTION 


OFFICERS OF THE STATE SECRETARIES SECTION 


PRESIDENT 
8. B. RANKIN, Depeptasy Ohio Bankers Association, 
Columbus, Ohio. 
FIRST VICE-PRESIDENT 


GEORGE D. BARTLETT, Secretary Wisconsin Bankers As- 
sociation, Milwaukee, Wis. 


SECOND VICE-PRESIDENT 

FREDERICK H. COLBURN, Secretary California Bankers 
Association, San Francisco, Cal. 
SECRETARY-TREASURER 


W. A. PHILPOTT, JR., Secretary Texas Bankers Asso- 
ciation, Dallas, Tex. 


ANNUAL PROCEEDINGS 
The proceedings of the annual meeting of the 
State Secretaries Section, held September 26, 1910, 
at Kansas City, Mo., have been compiled and will be 
printed in book form, uniform with the editions of 
previous years. The volume is now on the press and 
publication may be expected some time in February. 


COUNTRY BANKERS ORGANIZE. 


The bankers of Le Flore county, Oklahoma, 
have organized for their protection in matters of 
mutual interest. Among other matters discussed at 
the initial meeting, it was agreed that whenever a 
bank in the county is robbed each member shall con- 
tribute $25 toward a reward to be offered for the 
apprehension of the culprits, As there are twelve 
banks in the county, this means that there will be 
a reward of $300 in every case. The epidemic of 
robberies in the state has convinced the bankers of 
Le Flore county that it is absolutely necessary for 
them to make such a move. 


MASSACHUSETTS BANQUET 


_ The annual banquet of the Massachusetts Bank- 
ers acsociation was held at the Copley-Plaza, Bos- 


ton, Wednesday evening, January 10. About 900 
banxers were present, which makes this the largest 
gathering of its kind in the country. Charles B. 
Cook, president of the association, was an excellent 
toastmaster and furnished a proper prelude to three 
fine addresses, by Congressman Simeon D. Fess of 
Ohio, Prof. Albert Bushnell Hart of Harvard and 
Rev. Willard Scott. Congressman Fess spoke on 
paternalism in government and dwelt particularly 
on the danger of government ownership of public 


utilities. Prof. Hart talked on “Peace and War” 
and urged intervention by the United States to 
bring about peace among the European nations. 

George W. Hyde, secretary of the association, 
worked hard to make the banquet a success and his 
efforts were amply rewarded. The officers of the 
association are: President, Charles B. Cook, cashier 
Metacomet National Bank, Fall River; vice-presi- 
dent, George E. Brock, president Home Savings 
Bank, Boston; secretary, George W. Hyde, assistant 
cashier First National Bank, Boston; treasurer, 
Josiah H. Gifford, cashier Merchants National Bank, 
Salem. 


CONVENTION CALENDAR 


Florida St. Augustine 
Spring Meeting, Executive Council, 

A. B. Briarcliff Manor, N. Y. 
Muskogee 


St. Joseph 
Greenville 


South Dakota 

Pennsylvania 

Minnesota St. Paul 

Washington Spokane 

Wyoming. 

North Dakota 

Kentucky 

Delaware. 

American Bankers Association, 
Atlantic City, N. J. 

Amer. Inst. of Bkg Denver, Colo. 

Investment Bankers Baltimore 


Pp 
Marshfield 
Detroit 


WAR PROSPERITY 


Among the statistics of trade and finance in 
1916 it is shown that imports increased in value by 
87 per cent. and exports by nearly 55 per cent. 
Railroad revenues advanced 17 per cent. and lake 
commerce in tonnage 29 per cent. New incorpora- 
tions during the year were 70 per cent. more than 
the previous year, and building construction 40 per 


cent. higher in cost. The amount of money in cir- 
culation was 11% per cent. more, loans of national 
banks 15 1-3 per cent. greater, and bank clearings 
showed an increase of 40 per cent. It is difficult, 
if not impossible, to differentiate the cause and 
effects in most of these statistics, but all were 
affected by the war in Europe. 


672 


April 6-7 
i May 7-8-9 
May 10-11 
May 
a May 23-24 Maryland............Atlantic City, N. J. 
ik June 20-21 
June 21-23 
June —— 
3 July 10-11 
Sept. 4 
Sept. 24-29 
——_————_ Michigan 
= 


LIBRARY AND REFERENCE DEPARTMENT 


MARIAN R. GLENN, LIBRARIAN 


ADDITIONS TO THE LIBRARY 


As more material than can be listed in the 
‘JOURNAL-BULLETIN is received each month at the 
Association Library, the following titles only par- 
tially represent the recent financial literature which 
can be borrowed by bank men connected with mem- 
ber banks. 

BOOKS 
Bentley, H. C. 
Science of accounts. N. Y. Ronald Press. 1913. 
Confined, in general, to the consideration of the 
principles and definitions of accounts. Designed 
for accountants and others who want to apply 
modern principles to their own practice. In- 
cludes .C. P. A. examination questions. 
Clay, Paul. 
Sound investing. N. Y. Moody’s Magazine. 1916. 
$2. 
Classes of securities—Personal side of investing— 
Practical suggestions. 
Cushing, H. A. 
Voting trusts; a chapter in recent corporate his- 
tory. N. Y. Macmillan. 1916. $1.50. 
Early history and details of recent development. 
Gantt, H. L. 
Industrial leadership. New Haven, Yale Univer- 

sity Press. 1916. $1. , 

Outlines principles upon which the author thinks 
an industrial democracy may develop organiz- 
ing and executive methods that will surpass 
those of autocracy. 

Work, wages and profits. N. Y. Engineering 

Magazine. 1916. $2. ‘ 

“This book is an effort to explain the principles of 


‘modern industrial organization,’ and to give 


some idea of how to utilize the methods of evolu- 

tion in the introduction of a system of manage- 

ment based on these principles.” 
Heft, Louis 

Holders of railroad bonds and notes. 
ton. 1916. $2. 

“Gives the facts that influence the market value 
—outlines railroad financing—analyzes sixty- 
two different forms of securities—discusses the 
rights of security holders of all kinds through- 
out reorganizations, consolidations, mergers, re- 
ceiverships, foreclosures and the other proceed- 
ings to realize on the security, as well as their 
rights against issuing corporations, trustees of 
mortgages or deeds of trust, reorganization com- 
mittees, other security holders and the assets of 
insolvent roads.” 


N. Y. Dut- 


Ingram, J. K. 

History of political economy. Lond. Black. 19165. 

Contains an introduction by Professor Richard T. 
Ely giving a brief sketch of Dr. Ingram’s life 
and place among economists. The supple- 
mentary chapter by Mr. Scott on the “Austrian 
school and recent developments” undertakes 
“simply to sketch in outline some of the features 
of the development in the chief countries of the 
world.” 

Lewis, E. St. Elmo. 

Gstting the most out of business. Ed. 5. 
Ronald Press. 1916. $2. 

“Observations of the application of the scientific 
method to business practice.” 

Mahaffy, J. P. 

Silver age of the Greek world. Chicago. 

versity of Chicag. Press. 1916. $1.50. 
McPherson, L. G. 

How the world makes its living. N. Y. Cen- 
tury. 1916. $2. 

Treats in popular form the development of the 
“institution of property,” problerts of money, 
capital, rent, interest, etc. 

Myrick, Herbert 

The Federal Farm Loan System: new method of 
farm mortgage finance, under national super- 
vision. N. Y. Judd. 1916. $1. 

A practical manual upon organizing and conduct- 
ing national farm loan associations, also joint 
stock land banks, showing how farmers, in- 
vestors, bankers and the gen2ral public may ob- 
tain the fullest benefit of the system. Includes - 
text of the act. 

Robins, K. N. 

Farm mortgage handbook. 
1916. $1.25. 

A book of facts regarding the methods by which 
the farmers of the United States and Canada 
are financed, especially intended for investors 
seeking information regarding investments in 
farm mortgages. 

Scott, W. A. 

Money and banking. Ed. 5. N. Y. Holt. 1916 
$2.25. 

New edition, with additional data relating to the 
Federal reserve system. 

Scovell, C. H. 

Cost accounting and burden application. N. Y¥. 

Appleton. 1916. $2.00. 


N. 


Uni- 


N. Y. Doubleday. 
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“A statement of principles which should be ob- 
served by every manufacturer or his accountant 
in analyzing and compiling the cost of doing 
business.” Of interest to credit men. 

Shaw, A. W., Company 

What it costs to run a bank; a report of the 
bureau of business standards. 

How fast bank costs are increasing—What it costs 
to operate a bank—How bankers are reducing 
costs—What the bureau of business standards 
is. 


PAMPHLETS OF BUSINESS AND CREDIT 
INTERES? 


Eaton, J. N. 

Commercial paper; its history and development 
and the probable effect of the Federal Reserve 
Act. 

First National Bank of Philadelphia. 

The war after the war. I. F. Marcosson. 
Haas, H. J. 

Analysis of bank accounts. 
Harding, W. P. G. 

Present position and future development of Fed- 

eral reserve system. 

Harvey Fiske & Sons. 

Bond Books. No.1. United States Bonds. 

No. 7. Insular possessions of the United States. 
Indiana—Commission on Taxation. 

Report to the Governor. 1916. 
Knauth, Nachod anc Kiihne. 

Record year of American finance—1916. — 
Macdonnell, J. S. 

Should we stop foreign loans? 

Marwick, Mitchell and Co.—Bank Audit D _ artment. 

Chart showing executive administration and cleri- 
cal organization of a modern bank. 

Massachusetts—Commission on Economy and Effici- 
ency. 

Report on the administration of state revenues and 
loans. Apr. 29, 1916. 

Report on budget procedure. 

Miller, J. M. 

Present prosperity and the necessity of prepara- 
tion for readjustment period; address before the 
Chamber of Commerce of Greenville, S. C. 

Montague, G. H. 

Should the manufacturer have the right to fix 
selling prices? 

National City Bank, New York. 

A Country with an opportunity; address before 
the Bankers Club of Chicago. F, A. Vanderlip. 

National Foreign Trade Council. 

European economic alliances. Oct. 1916. 

National Foreign Trade Council; its purpose, per- 
sonnel, accomplishments. 

Need of a national foreign trade policy. R. H. 
Patchin. Oct. 27, 1916. 


May 27, 1916. 


Vol. 9 No. 8 


Report of Committee on Co-operation in Foreign 
Trade. July 21, 1916. 

Ohio—Budget Commission. 

Budget code and explanations. Sept. 1, 1916. 

Patterson, E. M. 

Co-operation among grocers in Philadelphia. 1915, 

Puelicher, J. H. 

Relation of aecountant to credit man; address 
before the University Extension Division of the 
University of Wisconsin. 

U. S. Agriculture, Dept. of. 

Bulletin 381. Business practice and accounts for 
co-operative stores. 

Bulletin 394. Survey of typical co-operative stores 
in the United States. J. A. Bexell. 

U. S. Commerce, Dept. of—Bureau of Foreign and 
Domestic Commerce. 
Mise. Ser. No. 28. 

the United States. 

Vincent, C. 
Co-operation and co-operative law. n.t 


Commercial organizations of 


PAMPHLETS ON AGRICULTURAL 
EXTENSION WORK 


Alabama Polytechnic Institute—Extension Service. 
Circular No. 4. Running water possible for every 
country home. R. U. Blasingame. Sept., 1916. 


American Civic Association. 
Civic improvement in the little towns. 
1915. 
British Columbia—Agriculture, Dept. of. 
Agricultural Act, 1915. 
Annual Report of Women’s Institutes, 1915. 
Co-operative Women’s Institutes. Mar, 20, 1916. 
Bulletin No. 54. Handbook of women’s institute 
with report of advisory board. 
Kansas—Agricultural College Experimert Station. 
Bulletin No. 4. Rev. ed. Water supply of the 
farm house. J. D. Walters. 
MeMillan, H. G. 
Rural Credits; or, How to finance the farmer. 
1916. 
Minnesota—University of — Agricultural Experi- 
ment Station. 
Bulletin 161. Labor requirements of live stock. 
Andrew Boss, F. W. Peck and T. P. Cooper. 
Bulletin 162. Cost of living on Minnesota farms 
—1905-1914. F. W. Peck. 
Missouri—Board of Agriculture. 
Monthly bulletin: 
No.3. Rural progress in Missouri. 
No.4. Country life questions and wers. 
No. 5. Missouri country life conference. 
New York—College of Agriculture—Experiment 
Station. 
Bulletin 877 Cost accounts on some New York 
farms. C. E. Ladd. August, 1916. 


Zona Gale. 
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i Valley Trust Company, St. 
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Clearing Association, Richmond, Va.; 
National Savings & Trust Company, Washington, D. G; 
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1918—E. G, (ex-officio), 
Dallas, Tex.; Harry Heprank, 
Bank, Seattle, Wash.; 
1919—Gro. F. Kane, Society for Savings, Hartford, Conn 
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Frank C. 


Security Trust & Savings Bank, if Angeles, Cal.; 
Union National Bank, Pittsburgh, Pa.; 

R. A. NEWELL, First National Bank, San Francisco, Cal. 
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OFFICERS OF THE INSTITUTE 


President, G. 
Clearing Association, Richmond, Va. 


Spracue, Chairman, Profe i 2 
Banking and Economics in Princeton University, Princeton, 
W. ALLENDOERFER, First National 


SURVEY OF 


HE Institute now consists of seventy-four 
T Chapters. There are seventy-three city 
Chapters with a total membership of 18,204. 

The Correspondence Chapter has 3,228 members. It 
will thus be seen that the total Chapter membership 
is over 21,000. Membership in itself, however, does 
not corstitute success. Success depends upon quality 
rather than quantity. In fact, in the case of the 
Institute it is quality that has made quantity. There 


McWi tam, Security Trust & Savings Bank, Los Angeles, Cal. 
Educational Director, Georce E. 
Educational Director, R. W. Hit and M. W. Harrison, Five Nassau Street, New York City. 
Professor of Banking and Finance in Harvard Universit 
N. J.; Harorp 
Bank, Kansas City, Mo.; Gegorce E. 


Vice- President H., G. Proctor 


Richmond 
Nassau Street, New 


York City. Assistants to 
of Regents—O. M. 

Mass.; FE. EMMERER, Professor of 
’ Dreuer, National City Wienke New York City; C. 
ALLEN, Five Nassau Street, New York City. 


ALLEN, Five 


INSTITUTE WORK 


is no news in the Institute in the sense that news 
means something unusual or startling. The princi- 
pal change of policy during the present year has 
been to place more direct responsibility upon, mem- 
bers of the Institute Executive Council in the matter 
of supervising Chapters in respective districts. 
While some of such work is of course more or less 
confidential, general conditions are reported monthly 
in the JOURNAL-BULLETIN. 


Report of Councilman Hebrank. 


CHAPTERS Present 
Member- 


ship 


Study 
Classes 


Practical Banking 
Law— 

Accounting— 

Corp. Finance 


Banking 


Banking— 
Law— 


Public Speaking 


Banking—Law 


Banking—Law 


Public Speaking 


Average 


Specia’ 
Attend- 


Activities 


Pub. Speaking— 
Ex. presidents & 
board meet to 
discuss work— 
Basket ball 


Preparing for 
15th anniversary 
Jan. 16-23, 1917 


100 men in 
bowling league 


None 


42 men in 
bowling league 


Current events 
talk—Forming 
basket ball 
league 


Election 


Social 
ance 
| 26 
Pittsburgh 989 
60 
Cleveland | 534 | 60 
cincinnati. | 277 19 
5 10 
| 12 | 25 
t | 
k 15 | 8 
STs 
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REPORT OF COUNCILMAN BALL 


LITTLE CHAPTER: 

Educational: A class has been conducted in 
“Banks and Banking” with an average attendance 
of twenty-five. This class is conducted by T. W. 
Kirkwood of the Bank of Commerce. 

Library: The Chapter has established a library. 
R. C. Irvine, of the Bankers Trust Company, has 
been appointed Librarian. Quite a number of books 
have been placed in the library and arrangements 
are being made to add to them. 

Consuls: A Board of Consuls has been ap- 


pointed and is doing effective work. 


LOUISVILLE CHAPTER: 


Educational: Jos. Zahner, a former President 
of the Chapter, is conducting a class which is well 
attended. The opening meeting was held on No- 
vember 2 and was well attended. Louisville is count- 
ing on a banner year. 


St. Louis CHAPTER: 

Educational: St. Louis Chapter is very active, 
conducting five different educational classes. The 
Chapter is also’issuing a monthly paper entitled 
“Legal Tender” and expects to publish a year-book 
before the end of the season. In the five classes 
there is a total enrollment of 269. The Forum class, 
under the leadership of Eugene Oppenheimer of the 
National Bank of Commerce, is studying foreign ex- 
change and has an enrollment of twenty-eight with 
an average attendance of fifteen. The Practical 
Banking class, which is being conducted by Chas. F. 
Herb of the Mississippi Valley Trust Co., has an en- 
rollment of ninety-nine with an average attendance 
of seventy. The Public Speaking class, which is 
being conducted by Prof. Chester B. Curtis, Prin- 
cipal of Central High School, has an enrollment of 
sixty with an average attendance of thirty-nine. 
The class for Junior work has an enrollment of forty 
with an average attendance of twenty-five. The 
Law class, which is being conducted by A. H. Roude- 
bush, assistant trust officer and assistant counsel of 
the Mississippi Valley Trust Company, has an en- 
rollment of forty-two with an average attendance of 
twenty-nine. 

Membership: St. Louis Chapter hopes to have 
500 members by the end of the season. 


REPORT OF COUNCILMAN BECKLEY 


AUSTIN CHAPTER: 

Educational: Continuing Law Class in book II. 
No other educational activities. 

Social: Held chile and tamale spread during 
Christmas holidays—rejuvenation meeting. Ad- 
dress delivered by Charles O. Austin, Commissioner 
of Banking and Insurance. 
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DALLAS CHAPTER: 

Educational: Due to the Christmas holidays 
and the unusual rush of business incident to the 
New Year, there has been quite a lull in the class 
work of Dallas Chapter. However, beginning Tues- 
day evening, January 9, 1917, regular class work is 
to be resumed with renewed energy. 

Special: For second time, Dallas Chapter will 
debate the Jefferson Club during the month of 
January. 


EL PAso CHAPTER: 

Educational: Continuing class in banks and 
banking—small attendance. 

Social: Banquet at the Hotel Sheldon the first 
week in December with an attendance of sixty. 

Special: Some of the militia are being sent 
home and the work should ease up a bit, and we hope 
for better work. 


Fort WoRTH CHAPTER: 


Educational: Continuing both Banking and 
Law classes. 
Social: Nothing special; devoting all time to 


regular class work. 


SAN ANTONIO CHAPTER: 

Educational: Final examinations will soon be 
held covering “Banks and Banking.” The follow- 
ing week, class work will begin on *woans and In- 
vestments.” 


Waco CHAPTER: : 
Educational: During the month of December, 
we have carried on our regular study work, continu- 
ing to use the text-book on Commercial Law. 
Social: Smoker combined with regular study 
class. 


REPORT OF COUNCILMAN MacMICHAEL 


DULUTH: 

Educational: The Chapter is this year taking 
a course in Credits, given by the Duluth Credit 
Men’s Association, which is proving to be most in- 
teresting to all. There are thirty enrolled, of which 
about one-half are from the banks and the rest from 
different wholesale houses in the city. Those en- 
rolled are mostly older members of the Chapter who 
take an active interest in the work, and we are ex- 
pecting that every one enrolled will take the final 
examinations this spring. H. B. Sedgwick, credit 
manager of the Marshall-Wells Hardware Co., is 
the instructor. 

Special: None 

Social: None 
GREAT FALLS: 

Educational: Pursuing the policy adopted at 
the re-organization of the Chapter eighteen months 
ago, Great Falls has proceeded very cautiously and 
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until the present has taken into the Chapter only 
men who had signified their intention to join the 
_study classes. The first class in Commercial Law 
numbered twenty-eight, of which eight took the ex- 
amination, six passing. This year a dozen new 
members have been added and the class is being 
conducted in the banking course. As no institutions 
of learning, higher than the grade and high schools 
are maintained here, it is difficult to secure com- 
petent instructors. Brisk business and considerable 
night work have interfered with the attendance of 
the classes and the securing of new members. 

Social: The annual banquet of the Chapter 
will be held on February 12. 

Special: A membership campaign will be con- 
ducted during the month of February. 


PORTLAND: 

Educational: Portland Chapter’s activities in 
the month of December consisted of four educa- 
tional lectures, three of which were the regular 
classes in accounting and practical banking, and the 
fourth a lecture on “Oregon’s share in the Nations’ 
part in the Foreign Trade of the World.” The 
lecture was delivered by Ansel R. Clarke, repre- 
sentative of the United States Department of Com- 
merce, who is delivering a series of addresses on the 
same subject under the joint auspices of the Port- 
land Chamber of Commerce and the Extension Di- 
vision of the University of Oregon. 

There were no classes held during the holidays, 
but the educational work was resumed January 2 
by a lecture and “quiz” class on the Federal Reserve 
Act, conducted by Edgar H. Semsennich, cashier of 
the Northwestern National Bank. 

As a result of the activity of the Thrift Com- 
mittee of Portland Chapter, thrift campaigning was 
given a decided lift on January 3, when a joint 
bankers’ convention and thrift conference was held 
as an adjunct to Farmers’ Week Convention at the 
Oregon Agricultural College, Corvallis. This meet- 
ing resulted in resolutions being passed by Group 
Two of the Oregon State Bankers Association, rec- 
ommending the adoption of a uniform system of 
school savings banks. This matter will be referred 
to the Oregon State Bankers Association in conven- 
tion next June. T. H. West, assistant cashier of 
the Ladd & Tilton Bank, is chairman of Portland 
Chapter. 

Social: A Home Talent Smoker was held in 
December which was attended by 188 members, the 
largest gathering in the history of the Chapter. 

Special: None. 


SEATTLE: 


Educational: The Seattle Chapter is working 
under a handicap this year, due to the fact that all 
of the banks are increasing in deposits rapidly and 
the men are required to work long hours, making 


it very hard to keep up the attendance of the evening 
educational classes. 

Social: It is planned to have a Ladies’ Night 
some time in February. 

Special: None. 


SPOKANE: 


Educational: The Spokane Chapter has had a 
very successful year with an enrollment of forty. 

Our debating committee has, with Fred F. Van 
Liew as Chairman, outlined debates to be staged 
once a month beginning with February. 

Social: None. 

Special: None. 


TACOMA: 


Educational: Tacoma Chapter A. I. B. has 
added ten new members since re-organization two 
months' ago, bringing the total to date to eighty-two 
members. 

The average attendance at class meetings has 
been 75 per cent. and all are making the study work 
the principal feature. 

The classes have been under the ‘direction of H. 
V. Alward, vice-president and cashier of the Fi- 
delity Trust Co., who is an old institute man and 
who has done much for the success of the new 
Tacoma Chapter. 

Social: None. 

Special: None. 


REPORT OF COUNCILMAN RATTRAY 


ALBANY, N. Y.: 


Educational: Class work ana attendance very 
satisfactory. Membership now over 200. 

Social: None. 

Special: Visit from Milton ‘W. Harrison, as- 
sistant to Educational Director. Illustrated talk on 
Credits by Mr. Adams, Credit Man, National Com- 
mercial Bank, Albany. 

Exposition of the Tariff: 

Judge Prior (Republican). 
Attorney Fitzsimmons (Democrat). 


BUFFALO, N. Y.: 


Educational: Attendance at all classes being 
maintained. 

Debate on December 19, 1916, on the question: 

“Resolved, That there are greater advantages 
to a. business man from an account with a bank or- 
ganized under the New York state banking law, 
than from an account with a trust company.” 

The decision was for the affirmative. 

Social: Annual Banquet announced for Feb- 
ruary 10, 1917. 

Special: Address by H. C. Zwetsch, representa- 
tive of A. B. Leach & Co., New York City. “Rail- 
road Bonds and the Analysis of a Railroad Report.” 
New York, N. Y. 
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Educational: Membership Committee announces 
large increase in membership. Attendance and work 
during the term has been very gratifying. Debate 
Section: Limited to twenty men, will hold its first 
meeting on January 16, 1817, with Dr. Charles A. 
Tonsor, Jr., of New York University in charge. 

Social: Christmas Rally and Smoker, described 
in “Chapter Notes” as a “humdinger,” was held on 
December 22, 1916. Annual Banquet announced for 
February 17, 1917. 

Special: As a memorial to the late Mr. Cannon 
the “Cannon Prize” of twenty-five dollars in gold 
is offered by certain members of New York Chapter 
for the best paper on the subject: “New Business 
and Analysis of Accounts.” Announcement of the 
nomination of Joseph A. Seaborg, President of New 
York Chapter, as candidate for membership in the 
Institute Executive Council. 


ROCHESTER, N. Y.: 

wducational: Satisfactory attendance at classes. 
English class to meet bi-weekly for debating 
practice. 

Social: Informal dinner announced for January 
18, 1917. 

Special: None. 

SYRACUSE, N. Y.: 

Educational: Chapter work somewhat disor- 
ganized on account of the holiday season, but at- 
tendance at banking class satisfactory. 

Social: None. 

Special: None. 

Utica, N. Y.: 

Educational: Chapter work has been adversely 
affected by heavy work in the banks, but prospects 
are good for 1917. Chapter Debate announced for 
January 23, 1917. 

Social: None. 

Special: Address on “Investments,” by Charles 
A. Miller, President Savings Bank of Utica. Ad- 
dress on “Credits,” by H. C. Cutting, New York. 


REPORT OF COUNCILMAN HECHT 


SAVANNAH CHAPTER: 

Educational: Just now we are having a hard 
fight to interest the bank clerks in the work, only 
barely holding the faithful few who stuck it out last 
term. We have the best man possible for our in- 
structor in the study courses in the person of Charl- 
ton G. Ogburn, to whom all credit must be given for 
what we have been able to do; with his continued 
help we are still hoping for better times. 

MACON CHAPTER: 

Educational: We are studying the text-book on 
“Banks and Banking,” and while our attendance is 
a little off, the interest in Chapter work is at a high 
pitch. The high price of cotton has put so much 
money in circulation in our territory that the bank 
men are unusually busy and cannot attend -class 
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regularly. They are, however, keeping wp their 
studies. We have a class attendance of about ten of 
twelve, but we hope to double this when business 
becomes normal. 


CHATTANOOGA CHAPTER: 

Educational: We are enjoying what I think is 
one of the best years in the Chapter’s history. We 
are stressing educational work almost entirely, and 
our attendance is the best we have had in years. 


REPORT OF COUNCILMAN NICKERT 


PHILADELPHIA CHAPTER: 

Educational: Trust Company, Banking and Ne- 
gotiable Instruments classes all well attended and 
doing good work. Debate Section having very good 
season. Our team will visit Scranton Chapter in 
February for its annual debate with that Chapter. 
A public speaking contest is being arranged. The 
Chapter will offer a prize for the best address. 

Social: January 5th, meeting was designated 
as a Ladies’ Night. Held in the auditorium of the 
Curtis Publishing Co. Two moving picture features 
were offered, “Thomas Jefferson Morgan, Jr.,” a 
Curtis thrift picture, and “The Dollar and the 
Law,” the thrift films of the Savings Bank Sec- 
tion of the A. B. A. Mr. Milton W. Harrison, Secre- 
tary of the Savings Bank Section, was our guest. 
The Aeolian Club of the Chapter made its first pub- 
lic appearance and added much to the pleasure of 
the occasion. Dancing an” refreshments followed. 

Special: The Consuls meet monthly at dinner in 
the Hotel Hanover. Their principal activity is in 
securing new members. Since the beginning of the 
Chapter year last fall, 216 new members have been 
enrolled. Membership, January 20, 1,489. The 
Library Committee is planning a comprehensive ref- 
erence library. This is made possible by the liberal 
contribution by the Group 1, Pennsylvania Bankers 
Association. January Members Meeting was given 
over to a discussion of “Bills of Lading,” led by 
Henry W. Bickle, Assistant General Counsel of the 
Penusylvania Railroad Co. 

William S. Evans, a former President of Phila- 
delphia Chapter and President of the American In- 
stitute of Banking in 1914-15, was taken into the 
firm of Henry & West, Bankers, on January 1. 


SCRANTON CHAPTER: 

Educational: Law Classes in full swing.. Inter- 
est keen. 

Social: January 24th was an Open Night. 
Ladies were invited and a dance was held. 

Special: Twenty-eight new members enrolled 
during December. January 5th meeting was desig- 
nated “Better Banking Night.” The evening was 
given over to discussion of “Efficiency.” 
WILKES-BARRE CHAPTER: 

Educational: Law class is being conducted. Re 
sults good. 
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Bonds and Their Issuance 


By CHARLES H. DEPPE 
Vice-President, Union Savings Bank & Trust Co., Cincinnati, Ohio. 


ONDS are evidences of indebtedness, or more 
B simply stated, written promises to pay with 
interest at a fixed time in the future, cer- 
tain sums of money borrowed in anticipation of 
revenues to be derived from or accruing account 
some form of service rendered. So it can truly be 
said that service of some kind is really the basis or 
motive of all bond issues, the security of which is 
revenues resulting from some tax or charge imposed 
by reason of such particular service. There are two 
general classes of bonds we have to consider: (a) 
The based on taxation as distinguished from (b) 
those relying on earning power. In the former class 
we include the bonds of the Government and those 
issued by states, cities, counties, school districts, 
townships, road districts, drainage districts, and 
other specially organized subdivisions of the state 
created for particular purposes of improvement. All 
these different municipal corporations, as they are 
generally termed, possess the same inherent powers 
of taxation within prescribed limits as the general 
state government. It is this right to levy and col- 
lect taxes that forms the tangible asset upon which 
substantial credit is based, making possible the plac- 
ing of loans in the form of bond issues. 


GOVERNMENT BONDs. 


Government bonds are issued under authority 
of Congress. State bonds and those of other muni- 
- cipal subdivisions are issued pursuant to laws passed 
by the state legislature. These enabling acts are 
either special or general in character: Spécial when 
they authorize some particular city or town to issue 
bonds, and general when they authorize communities 
of certain classes. In some states, charters are fre- 
quently granted cities which contain all provisions 
covering rights to issue bonds. These legislative 
acts must always be within the restrictions of the 
state constitution which the people have adopted to 
limit legislative action. The local boards, such as 
councils in cities, boards of education in school dis- 
tricts, and county commissioners or trustees in 
counties, are the official bodies that usually authorize 
by ordinance or resolution the detail of bond issues, 
prescribing the time and place of sale, all such ac- 
tion, however, being controlled and limited by the 
provisions of the legislative act. To explain why 
bonds are issued at all can best be done by citing 
briefly the settlement and growth of a community. 
In the early days, when a new section of country 
was unsettled, pioneers would establish a camp or 
habitation in the wilderness or upon an open plain, 
drawn hither by some special consideration as to 


trading or cultivation of the soil. The conveniences 
and comforts were only those provided through indi- 
vidual effort. As the settlements grew and the popu- 
lation increased, public works, now so apparent in 
every well-established community, were found neces- 
sary: Streets, sidewalks, public buildings, sewerage 
systems, water plants, light plants, fire and police 
protection, and the numerous other forms of public 
service were gradually called in use. The expense 
of installing any public works, if paid for by a flat 
tax collectible in one year, would have been ruinous 
to business interests and most burdensome to tax- 
payers, so the idea of spreading the taxes for the 
improvement over a period of years was evolved, and 
the bond issue became the convenient and flexible 
instrument by which credit was employed and money 
borrowed, pledging the taxes to be collected to the 
repayment of the loan. Thus the familiar method 
of bond issues became an established function of 
every-day life. 

At first, municipal bond issues were placed 
locally through the home banks or taken by citizens 
having idle funds for investment. Improvements 
multiplied and bond issues increased to such -~ ex- 
tent that the local banker was compelled to seek 
outside sources to absorb the offering. He soon 
found his limitations, because his efforts were re- 
stricted to periodical flotations, and he could not 
readily find the proper markets when he had securi- 
ties to sell. A demand for special training resulted, 
from which need sprang the highly organized con- 
cerns of today, known as bond houses. 

In the early life of this business, bonds were 
sold privately without advertising, so the energetic 
dealer desiring to secure cheap purchases, sent buy- 
ers around the country to locate new issues. As the 
business grew, the number of buyers increased, and 
gradually competition became keener. The com- 
munities in many instances began advertising bond 
issues at public sale, which drew an increased num- 
ber of bidders. By this method of constant bidding 
a firm market became established for the sale of new 
issues among the dealers of the country. After the 
issues were acquired, the dealer found it necessary 
for his own, as well as his customers’ protection, to 
see that the various laws were complied with, as 
the details of issue in many instances were compli- 
cated, so the custom of securing some well-known 
attorney’s opinion was generally adopted. Without 
a recognized attorney’s opinion, municipal bonds to- 
day are not considered readily merchantable. 

In the early days the dealers found it possible 
to distribute a great many of the bond issues over 
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the counter and by correspondence, but as the mar- 
kets became enlarged and the territory to be covered 
greatly extended, salesmen were employed to kéep 
more closely in touch with customers and assist in 
building up new business, so that now the larger 
percentage of bonds sold is a result of direct solici- 
tation by salesmen. We find every well-organized 
bond house having at least four distinct depart- 
ments: Buying, selling, statistical and accounting. 
Municipal bonds, with few exceptions, are not listed 
on any of the stock exchanges, the market being 
made and sustained by the competitive bidding at 
public sales in buying. Dealers fix their own selling 
prices, which, of course, are based on the purchase 
price plus cost of handling and net profit expected. 
Money rates are naturally one of the principal fac- 
tors in fixing prices. When money is cheap, bond 
prices are generally high, and when rates for money 
are high, then bond prices are correspondingly 
lower. The principal buyers of municipal bonds are 
savings banks, insurance companies, fraternal or- 
ganizations, trust companies, and individuals. 


CORPORATION BONDS. 


We shall now briefly refer to the other general 
class known as corporation bonds and based on 
earning power. Included in this class are those 
issued by railroads, street railways, tractions, gas, 
electric light and power companies, and all other 
semi-public and industrial corporations. All cor- 
porations operate under charters, granted either by 
special or general laws of the state legislatures. 
The charters usually prescribe the limits of in- 
debtedness to be incurred, and corporation bond 
issues are generally made by resolution of the di- 
rectors and approval by stockholders. Such bonds 
are secured by direct mortgage on the property of 
the company or by collateral security. A corpora- 
tion bond without mortgage or collateral security is 
known as a debenture. Whenever there is‘a pledge 
of some property to secure a bond issue, a trustee 
becomes necessary, to whom the property is deeded 
in trust for the equal protection and security of 
bondholders, and such bonds always require the 
certificate of the trustee endorsed thereon before be- 
coming valid. The trust deed or mortgage indenture 
defines the details of the bond issue, the property 
mortgaged, the powers and duties of the trustee, 
what procedure shall be taken in event default takes 
place, and such other specifications fixing the rights 
of the bondholders under all conceivable con- 
tingencies. The trust deed is the most important 
instrument to be considered in connection with a 
corporation bond issue. The bond dealer or banker 
has very little voice in fixing the details of a muni- 
cipal bond issue, for those details are generally 
settled before offering the bonds at public sale and 
the dealer only approves or disapproves of the 
legality of issue after purchase, but in corporation 
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bonds the dealer purchasing the same dictates all the 
details of issue, has the trust deed prepared under 
supervision of his own attorney after having the 
property examined by engineers or other technical 
experts, and an audit made by his own selected 
auditors to correctly show the financial condition, 
for it must be borne in mind that a corporation bond 
is based solely on earning power as distinguished 
from taxing power in comparison with a municipal 
security. Corporations issue bonds to raise a por- 
tion of the funds necessary to construct or acquire 
the property required for the business intended, the 
stockholders contributing the remainder. The bond- 
holder becomes a creditor of the company and has a 
prior lien on earnings over the stockholder, the 
stockholder being a partner in the business as dis- 
tinguished from the bondholder, who is a creditor. 
New issues of corporation bonds are not sold at pub- 
lic sale, like municipals, although there are a few 
exceptions to this rule. 

Companies usually select the banking firm de- 
sired to handle their securities and then all subse- 
quent financing is generally done through that one 
agency, although when issues are unusually large, 
certain banking groups join in the placing. Cor- 
poration bonds are more generally sold through 
underwriting syndicates consisting of banks and 
other dealers in different parts of the country, and 
those underwriting agencies distribute in their re- 
spective localities the bonds to the investor. Large 
corporation issues are usually listed on some stock 
exchange, which gives them a wider market; that is: 
there is always a place where a quotation can be 
established and trading done. There are a great 
many corporation issues not listed on any exchange 
and such issues are handled by some dealer and sold 
in the same manner as municipals, namely: through 
salesmen and by correspondence. Such corporation 
bonds not listed dépend on the firm or firms origi- 
nally handling them to create a market, so the policy 
today of all bond dealers handling corporation bonds, 
either listed or unlisted, is to establish as broad a 
market as possible by having as many other dealers 
interested in the distribution as the size of the loan 
justifies. The more dealers in various parts of the 
country handling a certain issue of bonds, the more 
active and better established will be the market for 
future trading. 

Bonds, either municipal or corporation, are sold 
to net the investor a certain percentage of income 
on the investment. ~ The basis book is a very essen- 
tial thing in determining prices. It is a compilation 
in standardized form, showing the income yield and 
the worth of a bond of any designated maturity 
bearing a stated rate of interest. In cases where 
the bonds bear a higher rate of interest than the 
income yield offered, the price will be at a premium. 
Where the income yield is to be higher than the 

rate of interest the bond bears, the price will be at a 
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discount; for example, a 5 per cent. bond to net 4% 
per cent. on the investment having five years to run 
will be worth 102.22, with ten years to run will be 
worth 103.99, with fifteen years to run will be worth 
105.41. Or, a 4% per cent. bond to net 5 per cent. 
on the investment having five years to run will be 
worth 97.81, with ten years to run will be worth 
96.10, with fifteen years to run will be worth 94.77, 
from which you will observe that the premiums are 
higher and the discounts larger the longer term the 
bonds have to run. Where bonds have an optional 
right of redemption, that is, a reservation by the 
city or corporation issuing the bonds to retire the 
same before the fixed date of maturity, in calculat- 
ing the income yield where price is at a premium, 
the optional date of maturity fixes the price, and 
where the bond is selling at a discount, the optional 
date of maturity is not regar’ed, but the fixed date 
of maturity is the one used in determining the price 
to be paid. It should also be borne in mind that the 
“income yield” is based on the cost of the bond and 


. not on its par value where such income rate is to be 


higher or lower than the rate of interest the bond 
bears. Quotations made on bonds listed on various 
stock exchanges give prices in certain percentages 
of the par value, irrespective of income yield, but 
most offerings of unlisted bonds usually give income 
yield as well as percentage prices. 


SINKING FUND. 
Sinking funds are a very important element in 


By PRESIDENT J. W. B. BAUSMAN 


It should be generally known by our members 
that the American Institute of Banking is a Section 
of the American Bankers Association, doing an edu- 
cational work among bank men, particularly in 
large cities, of the greatest value. President Lynch, 
in his address at Kansas City, said: “It is not too 
much to say that the development of banking in this 
country along sound and safe lines, depends more on 
the Institute than upon any other agency.” We 
have four chapters of the Institute in Pennsylvania, 
one each in Philadelphia, Pittsburgh, Wilkes-Barre 
and Scranton, the chapter in Philadelphia having a 
membership of over thirteen hundred. While it 
would be desirable to establish other chapters in 
communities where they could be supported, the In- 
stitute, knowing that hundreds of ambitious bank 
men in the smaller cities and country towns desire 
to know more about banking and the law relating 
thereto, but who do not know where to turn for such 
instruction, offers a “correspondence course” which 
may be taken individually or in groups as local cir- 
cumstances permit, for very moderate fees. Your 
Council of Administration has given its unqualified 
commendation to this enlargement of the Institute’s 
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all bond issues, either municipal or corporation. 
These funds are created on the theory that a fixed 
contribution each year, invested at a specified rate 
of interest, will compound an amount sufficient to 
retire, or partially retire, the principal of the bond 
issue at maturity. In the cases of municipal bonds, 
these sinking funds are usually held and invested in 
other securities until the maturity of the issue they 
are intended to retire. But in corporation sinking 
funds, the trust deed usually provides that the ac- 
cumulations shall be used each year for retirement 
of a fixed amount of bonds, either through purchase 
in the open market or by calling the bonds for re- 
demption prior to maturity. Where corporation 
bonds have a sinking fund, a redemption clause is 
usually added reserving the privilege of retiring the 
bonds prior to maturity at a fixed premium to insure 
investment of the sinking fund at a fixed price. 
Sinking funds are an added protection to the se- 
curity-holder in that by retiring a certain amount 
of bonds each year, it acts in a measure as a de- 
preciation fund, which is desirable in corporation 
issues. The methods used in issuing bonds have im- 
proved greatly in recent years and with each modi- 
fication this vehicle of credit is growing more scien- 
tific and perhaps is the greatest invention of modern 
times in extending the benefits of credit to all parts 
of the world for the development and upbuilding of 
public, semi-public and industrial improvements. 


usefulness, acknowledges its great educational value, 
and desires that the members of the Pennsylvania 
Bankers Association give the greatest publicity, 
through their officers and employees, to the insti- 
tution of this “Correspondence Course” by the 
American Institute of Banking, and to the demon- 
strated importance of this work, so that every cap- 
able and eager young man in the commonwealth may 
have knowledge of how he may avail himself of the 
advantages offered by this method of instruction in 
scientific banking. The courses of study are identi- 
cal with those in cities where Chapters are estab- 
lished. The fees are $10 each for the course in 
Banking and in Banking Law, which also covers the 
cost for the text-books. The members of our Asso- 
ciation will, in the very near future, learn from a 
Committee, appointed by the Council, the method 
of procedure in respect of this course. To illustrate 
how highly this educational work is regarded in well 
informed circles, the Council was advised that many 
banks in the larger cities have refunded to their 
employees the amount of fees paid by them, after 
they have successfully passed the final examinations, 
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to the American Banker 
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By C. T. REVERE 


Of Richmond, Levering & Co. 


HE petroleum industry today is entering up- 
a. on the greatest era in its history. As a 

usual thing, we date the beginnings of this 
industry from August 28, 1859, when Colonel E. L. 
Drake drilled his first well at Titusville, Pennsyl- 
vania, and laid the basis for so many fortunes which 
have captured the popular imagination, from “Coal 
Oil Johnny” to the Rockefellers. Petroleum was 
known long before this, however. It was the min- 
eral product of mystery. Thousands of years ago, 
the hanging gardens of Babylon were made possible 
only by the use of its bituminous manifestation in 
asphalt. The Median priests among the Persians 
impressed their devotees by means of the eternal 
fires which came from the fountains of oil amid the 
rocks of western Asia. Its use as a medicine under 
the name of petrolatum is supposed te be quite re- 
cent, but the epicures of Rome were in the habit of 
soothing the alimentary canal and alleviating the 
terrors of indigestion by the use of rock oil of a 
decidedly unpalatable flavor. The Pannonian legions 
were able to brave the terrors of the northern win- 
ter simply because the seepage from the Galician oil 
fields, with which they anointed their mighty limbs, 
drove away the pangs of rheumatism. 

For fully a century before the drilling of the 
first well in Pennsylvania, the early settlers and 
colonists in America had been attracted by the sur- 
face evidence of its presence. A few experimental 
refining operations were instituted. The early 60’s 
were days of great excitement, with fortunes made 
overnight and frequently lost soon afterward. 

American ingenuity was sufficient to cope with 
the mechanical problems presented by drilling, 
transportation and refining. Before the establish- 
ment and development of pipe lines, some interesting 
transportation questions were involved. In fact, 
transportation was the first difficulty which con- 
fronted the oil producer. The wells along Oil Creek, 
in the Allegheny River in Pennsylvania, were many 
miles from a railroad in a lumber district, and there 
were no roads, or at best very poor ones. Oil City 
was the nearest shipping point, and Pittsburgh was 
the largest distributing center. Crude oil was put 
into iron hooped barrels made of. oak, and holding 
from 40 to 42 gallons. These were hauled to Oil 
City. Barges were then loaded with the barrels of 
oil, or were made into tank boats, and the load was 
floated out of Oil Creek to the Allegheny River at 
Oil City. During most of the year, Oil Creek was a 


dry stream, and the novel plan of slack water navi- 
gation was devised. Streams tributary to Oil Creek 
were held back by dams until sufficient quantities 
had been accumulated. Then, at a fixed hour, each 
body of water was released simultaneously, filling 
the main stream for a short time with a flood. 
Warning was given so that the boatmen along the 
stream might be ready to take advantage of the 
tide as it passed, and on this the barges were carried 
down to their destination. No better example can 
be found of man’s ability to make nature do his 
bidding. 

With the development of the pipe lines and the 
establishment of large refineries along the Great 
Lakes and the Atlantic seaboard came the organiza- 
tion of America’s oil industry. When the business 
was in the throes of depression in the early 70’s, 
Mr. Rockefeller and his associates perceived that 
new markets were necessary, and the export activi- 
ties of the Standard Oil Company resulted. No such 
gigantic scheme of merchandizing had ever been de- 
vised; but, in spite of all these achievements, it 
probably is conservative to state that the marketing 
of kerosene oil is in its-infancy. In spite of the 
use of electricity and gas for illumination in the 
United States, this country leads the world in the 
amount of kerosene consumed, with 7.3 gallons per 
capita. Canada comes second with 4 gallons, Eng- 
land next with 3.9 gallons, Germany 3.6, Australia 
3.4, Russia 2 gallons, Rumania 1.8, Japan 1.6, 
Brazil 1.2, Italy 1 gallon, Mexico 0.7, Spain 0.5 and 
China 0.4. 

Our exports of illuminating oil are slightly over 
1,000,000 gallons. Let us assume that China will 
use the same quantity of kerosene per capita that is 
used in the United States. This would be about 
11,000,000,000 gallons of kerosene per year, or: about 
three times as much kerosene as is yielded by the 
total quantity of, crude oil:produced in the United 
States. 

The few facts and figures that I have given 
illustrate the importance of petroleum in the world’s 
industry. I now propose to take up its industrial 
development. In its larger commercial sense, there 
have been three epochs in petroleum. The first stage 
was that of illumination, when the chief product of 
the wells was the kerosene which went to fill the 
lamps to take the place of the candles of our great- 
grandmothers. This stage continued for about a 
generation, during which refining processes were 
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perfected, thus leading to the production of superior 
lubricants, paraffine wax and the lighter spirits 
known as benzine, gasoline, et cetera. Advance in 
one branch of industry brings improvement in an- 
other. We might never have heard of the automo- 
bile and the combustion engine if we had not had 
dificulty in disposing of our lighter petroleum 
spirits. At any rate, a fuel and source of power 
which never had been considered, were available 
through these products. Inventive genius pexfected 
the automobile, and then came the second stage of 
_the petroleum industry through the development of 
the internal combustion engine. Thus a new and al- 
most insatiable market was created for what hither- 
to had been practically a waste product. Our ex- 
ports of gasoline, in addition to an enormous do- 
mestic consumption, run into hundreds of millions 
of gallons annually. The total exports of petroleum 
and its liquid products from the United States in 
1914 amounted in value to $139,900,000. With ap- 
proximately 3,000,000 automobiles in commission in 
the United States, the amount of gasoline required 
in itself would constitute a serious drain upon our 
petroleum supplies. 

The third great step in the progress of petro- 
leum has been reached—that of fuel oil. If early 
indications furnish a safe guide, this development 
will dwarf all its predecessors. The kerosene lamp 
and the automobile will take their places as pigmies 


in the consumption of nature’s liquid fuel, compared 
with the merchant marine, the navies of the world, 
and thousands of industrial plants which will be 
changed from coal to the consumption of fuel oil 


as a source of power. Fuel oil may be used either 
in its crude state as it comes from the wells of 
Texas, California or Mexico, or after it passes 
through a refining process with the lighter spirits 
and the lubricants removed. In fact, the refining 
residuum is fully as satisfactory from a fuel stand- 
point, and less wasteful in an economic sense, than 
the crude petroleum. The advantages which fuel 
oil possesses over coal lie chiefly in its physical 
properties. The calorific value of Mexican fuel oil, 
for instance, is about 18,900 B. T. U. per pound as 
compared with coal which varies between 11,500 and 
14,500 B. T. U. The latter figure applies to superior 
British steam coal. There is, therefore, an increase 
of 30 to 64 per cent. in the heat value of oil as com- 
pared with coal weight for weight. The thermal 
efficiency of an oil fired furnace is much higher than 
that obtained with coal, as there is perfect smokeless 
combustion of the fuel. The efficiency of the great 
majority of coal fired furnaces, under average work- 
ing conditions, does not exceed 65 per cent., whereas 
practice with oil firing shows that 80 per cent. and 
frequently more of the theoretical heat value of the 
fuel is recovered. The ratio of the heat units util- 
ized per pound of oil fuel, when compared with coal, 
taking into account the calorific value and thermal 
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efficiency, is as follows: With coal of 14,500 
B. T. U.’s, oil produces one and one-half times the 
ratio of heat units as coal; with coal of 11,500 
B. T. U.’s oil is twice as efficient. The heating value 
of coal is variable, as it is often depreciated by the 
absorption of moisture. Oil, however, possesses a 
constant heating value. It is possible in oil con- 
tracts to insert a clause based on actual calorific 
value, a specification which is rarely obtainable in 
coal contracts. There is a greut saving in space in 
the storage of oil as compared with coal. With oil 
furnaces, the labor required for stoking, cleaning 
fires and handling ashes is eliminated, effecting a 
great reduction in cost of labor. An oil fired furnace 
rapidly attains its maximum heat from a cold state, 
and is easily maintained at full capacity. It can be 
instantly shut off when not required, and the so- 
called standby losses are avoided. The perfect com- 
bustion obtained means absence of smoke, soot and 
clinkers. Oil can be pumped into storage with great 
rapidity, and there is an absence of the dirt, trouble 
and labor associated with the handling of the coal. 

Consider what this will mean to the shipping of 
the world under conditions which now prevail, and 
which probably will continue for several years after 
the conclusion of the European war. Ocean cargo 
space is ten to fifteen times as valuable as it was a 
little more than two years ago. Labor is scarce and 
likely to continue so for several years to come. 
Every saving that can be effected in cargo space, in 
wages, in the length of voyages, in the feeding of 
crews, will be resorted to in order to effect economies 
that mean efficiency in competition. 

A striking example of the advantages of fuel 
oil over coal oil is furnished by an experiment re- 
cently tried by the American-Hawaiian Company on 
the steamship Arizonan, full details of which are 
given in a publication issued by a corporation oper- 
ating in the Mexican oil fields. The Arizonan made 
two trips—one under coal fuel, and one under oil 
fuel. The voyage was from New York to Pacific 
ports, thence to Hawaii and back to Philadelphia 
via the Straits of Magellan. With coal, the voyage 
required 186 days, and with oil 161 days. “The time 
saved on the round trip was twenty-five days. Of 
this time seven days were saved by more expeditious 
loading of fuel, and eighteen days by increased 
speed. The item of quick bunkering is important. 
A large ship that requires two days for bunkering 
with coal can be loaded with oil in four hours. 
There is the additional advantage that in loading 
and unloading cargo there are no coal barges in the 
way. The cost of the fuel consumed on both voyages 
of the Arizonan was practically the same. On the 
oil burning trip $4,813 was saved in feeding men, 
$12,500 came in reduced expenses due to twenty-five 
days shorter running time, $1,000 in lighter dis- 
bursements at fueling points, and $1,275 gained in 
revenue from increased freight space—a total of 
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$19,500 for the single voyage. No account was taken 
of the twenty-five days of extra gross earnings, the 
profit for which, considering the price now paid for 
ocean freight room, would have run into large 
figures. 

It is well to consider from a more detailed 
standpoint the advantages of fuel oil in our mer- 
chant marine. In the first place, there is increased 
cargo or passenger capacity. A short ton of coal 
occupies forty cubic feet of space. A short ton of 
oil occupies thirty-five cubic feet of space. The 
coal, however, must be put in the hold of the vessel, 
while the oil may be carried in the double bottom in- 
stead of water ballast. The present coal bunker 
space can be utilized for cargo, and with freight 
rates at their present altitude, the increased earn- 
ing power would be enormous. Another important 
item is labor. With oil burning furnaces, 80 per 
cent. of the present stoke hold charges are elimi- 
nated. Some of our big passenger liners carry 300 
stokers. These can be reduced to 60, thus making a 
saving in wages, feeding of the men and providing 
accommodation for 200 third-class passengers which, 
at $25 per head, would add $5,000 per trip to 
revenue. There is no cleaning out of ashes and 
clinkers which effects a double economy; first 
through the reduction in stoke hold labor, and sec- 
ondly through increased speed derived from sus- 
tained power. The Mauretania, for instance, has 
192 furnaces with 68,000 indicated horse power. On 
every watch of four hours, thirty-two fires are 
cleaned, thus entailing a loss of 10,000 horse power 
for each four-hour period. All this wasted power 
would be saved by the use of oil. 

There is also the human sice to be considered. 
Any one who has seen men working in the inferno 
of an ocean liner knows the conditions under which 
the grimy toilers perform their tasks. All this is 
eliminated by the use of oil, and the turning on of 
an additional faucet which sends the atomized 
petroleum spray into the furnace, takes the place of 
back-breaking efforts with the shovel. 

It will be only a few years when the coal fired 
battleship will be obsolete, not only because all new 
ships are constructed with a view to oil burning, but 
also because the conversion from coal to oil burning 
is so easily effected. The United States Navy has 
definitely abandoned the use of coal. All new de- 
stroyers, submarines and battleships are designed 
for oil burning. The naval experts of the world 
have summarized the advantages of oil to our fight- 
ing ships as follows: Increased radius of action, in- 
creased evaporation, increased speed, absence of 
smoke, improved steaming facilities, reduction in 
stoke hold staff, constructional advantages and 
facility of bunkering. One of the most desirable 
features is the complete combustion of oil fuel so 
that practically no smoke is emitted. The dense 
clouds of smoke from a coal fired warship not only 
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reveal its location to the enemy, but seriously affect 
the efficiency of its own gun fire. 

So much for the advantages of oil fuel to the 
merchant marine and navies of the world. There 
is a widening demand from industrial plants due 
largely to the increased mechanical efficiency of the 
various oil burners and the superior distribution of 
fuel oil. Invention has been used in perfecting oil 
burning equipment, and numerous devices of an 
adequate character are available. The change is 
easily and cheaply effected. In the industrial plants 
there is an increased boiler capacity of 40 to 50 per 
cent. with reduced fire room cost resulting from the 
use of oil burners. A case has been recently cited 
of a New England industrial plant which has in 
commission fifteen Babcock-Wilcox boilers of 5,00) 
horse power. When burning coal it employed sixty- 
three men, including firemen, ash handlers and coal 
passers. With the introduction of fuel oil, the plant 
was operated by seven men. 

There are many industrial plants where power 
is used only ten to twelve hours per day. With coal 
the fires are banked the remainder of the twenty- 
four hours, and from 10 to 25 per cent. of the daily 
coal consumption is required to keep the fires alive. 
This is waste. With oil the valves are closed off 
when the plant shuts down, and steam can be easily 
raised before work is begun the next day. 

Before we take up the question of the Mexican 
petroleum supply, let us consider how much {uel oil 
will be required to meet the newly-created demands. 
In order to propel a ship of 22,000 tons, about 670 
barrels daily are required. The world has a mercan- 
tile marine of about 50,000,000 tons, and it would 
therefore take over 600,000,000 barrels of oil an- 
nually to furnish the power to keep that tonnage 
moving. The demand from the world’s navies would 
call for an additional 75,000,000 barrels per year. 
This total of 675,000,000 barrels is in addition to 
the requirements of railroads, industrial and purely 
heating plants. According to figures issued by the 
United States Department of the Interior, the 
world’s production of crude petroleum in 1y15 
amounted to 426,892,000 barrels. From these fig- 
ures it is apparent that if we stopped using kero- 
sene, gasoline, lubricants and all petroleum products, 
and turned the entire production of the world’s wells 
over to our merchant marine and navies, we would 
still fall about 350,000,000 barrels short of require- 
ments, 

The United States produces a little more than 60 
per cent. of the world’s supply of petroleum. The 
figures for 1915 were the largest in history and 
reached a total of 281,104,000 barrels, these being 
the figures for the marketed production. Russia 
stood next with 68,000,000 barrels, and Mexico third 
with 382,000,000 barrels. It is possible for the 
United States to increase its production somewhat 
further, although this would be seriously at the ex- 
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pense of our reserves. Some idea of the feverish 
activity we are showing in searching for new 
sources of petroleum in this country may be gained 
from the number of wells we are drilling. In 1913 
the total number of wells completed in this country 
amounted to 19,101. In 1914, 16,668. The govern- 
ment figures on the number of wells drilled in 1915 
are not yet at hand, but they probably will run well 
over 17,000. Out of this great expenditure of energy, 
including the output of old wells, this country 
marketed a production of 281,000,000 barrels, while 
the actual production was about 301,000,000 barrels. 
It is probable that this latter figure is close to the 
present potential production of the thousands of oil 
wells in the United States. When one considers the 
prospective demand for petroleum products, these 
figures, taking into consideration our production and 
our drilling activities, furnish occasion for alarm 
rather than gratification. At present we are leading 
the world in the output of petroleum. 

Let us look at another factor in production— 
Mexico. At present there are seventeen wells in 
Mexico with an estimated potential production of 
279,300,000 barrels of oil per year. These seventeen 
wells can furnish a supply almost on a par with 
the thousands of wells in the United States. It is 
true Mexico last year marketed only 32,910,000 bar- 
rels. There are several wells in that country which 
alone could have furnished this entire supply. In 
1908 the well, known as Dos Bocas No. 3, belonging 
to the Pearson interests, was brought in with a daily 
capacity of 200,000 barrels. At the level of 1,800 
feet, the casing was blown out and a crater of thirty- 
seven acres in extent was formed. For fifty-seven 
days this well flowed at a rate of 200,000 barrels 
per day, when the pressure broke into hot salt 
water and caused a loss of this vast quantity of oil. 
The Juan Casiano well No. 7, of the Mexican Petro- 
leum Company, since 1910 has produced over 45,000,- 
000 barrels of petroleum, and at present it has a 
potential capacity of 60,000 barrels per day. Early 
this year, the Huasteca Petroleum Company 
brought in the well known as Cerro Azul No. 4 
which, before it was closed in, showed a measured 
daily production of 261,000 barrels. Probably the 
greatest well in history is the Potrero del Llano, of 
the E] Aguila Company, which has been producing 
for years, and now has a potential capacity of 
110,000 barrels per day. Mexico with less than one 
hundred wells of a capacity equal to its present large 
wells could easily produce 1,000,000,000 barrels of 
oil per year. At this time only 6 per cent. of the 
present potential production of the completed wells 
is being marketed. 

The facts and figures thus far given indicate 
that in spite of all the energy put forth by the oil 
men of the United States, and in spite of the super- 
ficial evidence of increased production, the oil sup- 
plies of this country actually are dwindling. The sec- 


ond point to bear in mind is that our neighbor to 
the south has a source of petroleum supply without 
parallel in the world’s history. Attention was called 
to this situation in a most interesting report to the 
United States Senate a year or more ago. In this 
document it was pointed out that Europe had her 
eyes upon this vast petrolific reservoir in Mexico, 
For a century Great Britain has felt secure in her 
leadership of the world’s industry and commerce be- 
cause of her control of coal deposits. The dominance 
of the f-‘ure, however, will be largely governed by 
the control of petroleum ‘supplies. This means fuel 
for the merchant marine and navies of the world. 
It means superior efficiency in industry. Mr. Walter 
Runciman, President of the British Board of Trade, 
two years ago was strong in his appeal for British 
development of the Mexican oil fields. With the 
world at war, the American bankers can be of in- 
calculable aid to the American entrepreneurs, as the 
French call them—‘enterprisers”—who have had 
the vision to undertake exploration and development 
in Mexico. By his supervision of investment. and 
control over capital, the American banker can play 
a leading part in the development of the third stage 
of the petroleum industry. He can give assistance 
to American producers in Mexico, to the companies 
which are organizing methods of distribution, to the 
builder of ships which will be equipped with efficient 
and economical oil burning facilities, to the thou- 
sands of industrial plants which will effect economies 
through conversion from coal to the consumption of 
fuel oil. Vast fortunes already have been made in 
the oil industry in less than three-quarters of a 
century. Still larger rewards are in store for those 
who have the courage, the wisdom and the vision 
to perceive and take advantage of the possibilities of 
the future. 

The petroleum industry will look to the Ameri- 
can banker for more than pecuniary assistance. It 
will ask for leadership such as the enterprisers of 
England received from their bankers in the first 
quarter of the nineteenth century; such as the Ger- 
man enterprisers received from their bankers when 
Teutonic energies began to emerge from the confines 
of central Europe and look out upon the North Sea 
for a place in the sun. Already American banking 
has burst its fetters of provincialism, and there is no 
better field for the exercise of its newly freed ener- 
gies than in the industry which has petroleum as 
its basis. With the sources of supply under Ameri- 
can control, with the distributing depots and in- 
stallations located at advantageous points along our 
extended coast line, and scattered over the surface 
of the globe, the shipping of every nation will pay 
us imperial tribute. Commerce and _ industry 
throughout the world will feel the impulse of new 
life and our domestic conditions will feel the in- 
fluence of these stabilizing factors. 
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NEW YORK CHAPTER’S FORUM 


By B. F. GOODEN 


The General Forum has assumed such an im- 
portant place in the activities of New York Chap- 
ter that it seems appropriate at this time to sketch 
a brief outline of its existence; the needs that 
prompted its formation; its development from year 
to year; its aims, accomplishments and hopes for the 
future. 

About seven years ago the membership of New 
York Chapter began to increase at a rapid pace. 
This led to a larger number of men receiving In- 
stitute certificates each year. 

Having won the coveted parchment these men 
were unwilling to rest on their laurels, realizing the 
fact that when they ceased to grow, they would soon 
find themselves on the downward path. 

They realized the continual and rapid changes 
taking place in all lines of business, especially in 
the financial world. They realized that both our 
state and nation were facing important financial 
legislation. The air was full of plans and theories; 
it was charged with a feeling that something big 
was going to happen. 

Consequently there arose the need of a place 
in New York Chapter where these ideas, ideals, 
plans and suggestions could be crystallized into con- 
crete material; a place where business and financial 
problems could be freely discussed under competent 
leadership. 

The prevailing idea in the formation of the 
General Forum was to bring together those who 
‘knew and those who were anxious to learn; to bring 
from far and near the known authorities on current 
problems to teach the graduates and older men of 
the Chapter. 

As with all worthy projects destined to suc- 
ceed, the Forum has had its drawbacks and dis- 
couragements. 

In the beginning it was a mere handful of men 
who regularly assembled to discuss the current 
problems. Certain men voluntarily prepared papers 
bearing on the subject of the evening. After the 
reading or the delivery of the papers a free and open 
discussion followed in which each man was per- 
mitted to express his views. 

The Forum from the beginning has had the 
good fortune to obtain the services of men of large 
caliber, men of authority in the business and finan- 
cial world. 

As the years have gone by the Forum, while 
adhering to the round-table method of conducting 
its meetings, has drawn into its membership many 
bank officers and department heads. It has so de- 
veloped its own men that many of them have become 
authorities on financial affairs, 
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Some of its members were called upon to as- 
sist in framing the Federal Reserve Act, and in or- 
ganizing and operating the Federal reserve banks 
under that Act. Similar services were rendered in 
regard to recent financial legislation of the state 
of New York. For the past two years the Forum 
has been under the able leadership of Romaine A, 
Philpot, of Lazard Freres, who has contributed much 
to its present success. 

The Forum is fulfilling the needs that called 
forth its being. It is giving to its members that 
broadening knowledge which is essential to their 
success. It is creating a breadth of vision which 
causes its members to see beyond the portals of 
their institution; to see beyond the confines of their 
city, their state and their country. It is giving 
them a grasp on world conditions; on conditions 
affecting all lines of business, both foreign and 
domestic, both mercantile and financial. 

The many subjects are taken up in systematic 
order and discussed with thoroughness. While the 
members: endeavor to devote their discussions to 
topics of current interest, they aim likewise to an- 
ticipate the public interest in these questions. They 
aim to aid in constructive thought. They aim to be 
forearmed with the knowledge necessary to intelli- 
gently express an opinion on the important problems 
as they arise. As an instance of this, it was during 
the infancy of the Federal Reserve Act that the 
Forum was devoting its entire time to a thorough 
analysis of the bill. The Forum has spent several 
months in getting a comprehensive grasp of the 
foreign trade situation. 

These are the things which the General Forum 
of New York Chapter has tried, and is trying, to 
accomplish for the benefit of its members. 

In the light of its results, its hopes for the 
future are unbounded. It hopes to maintain a mem- 
bership of wide-awake, conscientious, hard-working 
bank men; men who are anxious to keep pace with 
changing conditions, and lastly, men who are will- 
ing to give to the public a portion of the benefits 
derived from New York Chapter. It is the hope of 
the Forum to make of its members bankers worthy 
of the positions they will be called upon to fill. 

To quote the words of a recent speaker at the 
Forum, “A man’s life has not been wasted who has 
taught his neighbors to add ore-quarter of an inch 
to the fibre of their cotton.” Neither will the efforts 
of the Forum be wasted if, through its members, it 
is able to teach its neighbors the true princ:ples of 
business and finance. 
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SIX BILLION DOLLARS FOREIGN TRADE 


By GEORGE C. REQUARD 


foreign trade of the United States has pros- 

pered in a most extraordinary manner; and 
taken in conjunction with the remarkably flourish- 
ing condition of domestic trade it presents a very 
gratifying picture of prosperity indeed. As re- 
ported by the Bureau of Foreign and Domestic Com- 
merce, the total value of foreign trade for the year 
ending June 30, 1916, reached the unheard of figure 
of $6,500,000,000, a value that has never been 
equaled before and which will probably never be 
reached again even though the war should continue 
another year and exert the same beneficent influ- 
ence on American trade that it has done in the past 
year. The prosperity indicated by these figures is 
real enough and the effect is visible to all who care 
to see; yet, to the thoughtful mind, its existence 
seems founded on an unnatural base and conse- 
quently, while in appearance robust enough, is in 
fact unhealthy. To analyze a little: 

The total value of exports for the year amount to 
$4,384,000,000, which is an increase of $1,500,000,000 
over the same length of time in 1915; $2,000,000,000 
greater than the annual average from 1911-1914 and 
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the largest figure that the department has ever re- 
corded. During the same period imports aggregated 


$2,198,000,000. That is $524,000,000 more than in 
1915 and $476,000,000 more than the annual aver- 
age of 1911-1914. The rate of increase has been 
much greater on the side of exports, the actual pro- 
portion of increase being three to one. Moreover, 
this amazing growth has been steadily mounting up 
month after month, the figures for each month show- 
ing a decided gain over those of the preceding 
month and the end is not yet. 

The point of greatest significance to be noticed 
from these figures is that the United States has be- 
come by overwhelming odds a creditor nation instead 
of a debtor. In the year ending June 30,1914, the trade 
balance for the year was an export balance of some 
$471,000,000, but there was a strong tendency work- 
ing the other way’and the month of June alone 
showed an import balance of about $500,000,000. If 
the conditions prevalent in June, 1914, had not been 
upset by the outbreak of the war we undoubtedly 
would have had an unfavorable trade balance for 
1914-1915. However, the trend of events was re- 
versed by conditions abroad and in June, 1915, we 
had turned around completely by gaining an export 
balance of $1,094,000,000, and now the favorable 
trade balance has reached double the amount of 
1915. With very few exceptions the favorable trade 
balance has also increased in each month’s figures. 
For illustration, the balance for June, 1916, was 
$219,000,000, a little less than the huge total of 


$243,000,000 for May, but a great increase com- 
pared with $151,333,000 for January, 1916, and 
$125,719,000 for July, 1915. While the balance for 
June shows a decrease compared to May there is 
no reason to believe that it is other than a temporary 
one, and it may certainly be expected that the fav- 
orable balance will continue to increase as long as 
the present deplorable conditions abroad endure, if 
not longer. 

A review of the figures leaves a pleasing impres- 
sion and, taken superficially, bodes well for the 
future prosperity of the country. To know that the 
balance of trade is a favorable one is always more 
or less gratifying even though we fully understand 
that it is not good economic theory to hold that the 
balance of trade really counts for very much in so 
far as it is favorable or unfavorable. After all, we 
are all somewhat addicted to the Mercantile Theory, 
unconsciously perhaps, and a favorable trade balance 
is going to be a very potent influence in the post- 
bellum situation. Again, the mere size of the figures 
is apt to make us think that our prosperity is ir- 
resistible. But after a little inspection there appear 
to be several elements involved in the matter of a 
rather exotic nature which point to the insecure 
foundation upon which this immense trade is built. 
Such elements are the influence of the war supply 
business and the factor of the index number as ap- 
plied to exports and the influence of the gold im- 
portations as applied to imports. Each of these con- 
siderations has had an important influence on the 
present state of our foreign trade, and each of them 
must necessarily exert an opposite effect on the situ- 
ation when business again returns to more normal 
conditions. 

As for the war supply business, there is little 
that has been left unsaid; one hears so much dis- 
cussion of it that the result is confusion worse con- 
founded. Just what percentage of the total export 
trade has been contributed by the value of munitions 
and allied products is impossible to ascertain. Ac- 
cording to one authoritative compilation (New York 
Tribune) the war supplies exported during the year 
amount to $1,400,024,000, which is one quarter of 
the total of exports. That this compilation is quite 
accurate and that the war supply business is re- 
sponsible for a very large part of the increase in ex- 
ports is evident from a perusal of the daily reports 
of exports from the port of New York. Munitions 
themselves and component materials which may or 
may. not be used in the manufacture of them, such as 
brass, copper, steel billets, and other metals together 
with chemicals have made up over half of the daily 
value of exports. It may be that the exports from 
ports other than New York have been of a different 
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character, but as New York is the most important 
shipping point the character of its exports may be 
taken as indicative of the whole country. Since the 
exportation of material of this nature is bound to 
cease after the war the effect that its loss will have 
on foreign trade in the fu‘ure must be discounted in 
order rightly to comprehend the significance of the 
present figures. 

However the point of rreatest interest, the one 
by which we have all been more or less affected in 
a personal and individual manner is the rapid rice 
of the index number and its correlated effect upon 
the value of exports. That is to say, taking into 
consideration the increase in value of the finished 
product or material exported (value determined by 
cost of production plus a reasonable profit) what has 
been the proportionate increase in actual produc- 
tivity? On July 1, 1915, the index number (Brad- 
streets) stood at 124.958 which was the highest 
point it had ever reached. But on July 1, 1916, it 
stood at 145.12, a very remarkable rise for so short 
a time. Although there has been a slight tendency 
toward a reaction during the last few months it has 
been only a small fractional one and need not be 
taken into consideration when looking at the whole 
year. It is true that this increase has been quite 
general, but in the main it has been most accentu- 
ated in the metals, chemicals and other articles en- 
tering into or directly affected by the war demands. 
Consequently the deduction to be drawn is that pro- 
portionately exports have increased in value more 
than they have in quantity. In other words the 
growing supply has not kept pace with the growing 
demand. Whether or not this failure of increased 
quantity to progress in the same measure with in- 
creased value should be viewed mistrustfully is open 
to debate. 

In this respect it should be noted that a rising 
index number has been the case in Europe as well 
as here. During this same period the English num- 
ber (The Statist) has risen from 106.4 to 180.8, a 
slightly higher rate of increase ‘than in the United 
States. Were it positive that the trend of values 
would continue upward or even remain stationary 
there would be little cause for alarm. But there is 
good reason to apprehend that when the war is con- 
cluded or shortly thereafter there will be a strong 
tendency for the index numbcr to descend, and we 
all know that business is not prosperous during a 
period of falling prices. Economic principles are 
absolute in that respect and it will be found that 
trade depression always accompanies a descending 
index number. 

Hence the result to be anticipated is that in ad- 
dition to the let-up in the war supply business affect- 
ing the future export trade, there is to be a decreas- 
ing scale of values. The figures for exports after 
the war will be the present ones—minus the value 
of war supplies—minus the value due to falling 
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prices—and “minus the value of neutral trade that . 
will revert to Europe when her markets are open, 
On the whole it is unquestionable that the figures 
for the export trade will show a decided decline un- 
less factors now entirely unforeseen should develop. 
Generally, the present figures are to be considered 
as inflated, and as a result a great deal of disturb- 
ance is to be expected before trade again reaches a 
normal level. 

The reader is no doubt already familiar with the 
tendency toward inflation that the unending importa- 
tion of gold has had and will have upon the credit 
resources of the country. The heavy importations of 
gold during the summer and fall of 1915 were fol- 
lowed by a period of feverish speculation that did 
not subside until the British Government gained con- 
trol of the exchange situation and the flow of gold 
diminished. Subsequently the speculative spirit 
abated; but if the renewed importation of the metal, 
such as took place during the last months of 1916 is 
to continue, there can be no doubt that another 
wave of speculation will set in, with a consequent 
inflation of values and additional unhealthy credit 
extensions just as the war is apparently entering 
upon its last lap. 

Broadly speaking, foreign trade is nothing more 
than an exchange of values, just the same as do- 
mestic trade, though there seems to be a disposition 
on the part of the public to endow it with other at- 
tributes. The difference of value between exports 
and imports must be paid or made up in ‘some way; 
so that it is pertinent to inquire how the vast differ- 
ence has been made up in this case. Relatively a 
large percentage has been paid in gold as is shown 
by the net import of nearly $700,000,000, during the 
last year. The liquidating and the purchase for 
home investment of a large amount of securities 
from abroad (something less than two billion dol- 
lars has been estimated) accounts for a large share 
of the difference and the rest remains invested in 
foreign countries. Therefore it follows that we are 
selling and buying more extensively; we are accumu- 
lating gold; we are liquidating old indebtedness and 
we are becoming a lender of money to other nations 
instead of a borrower. Which is all very nice so 
long as it lasts. 

Out of a bewildering jumble of ideas that have 
been so freely expressed as to “dumping,” anti- 
dumping measures, preventive and protective tariff 
remedies, the effect of the Allies Economic Alliance, 
ete.,.no clear comprehension as to what the future 
holds can be obtained. When peace comes again and 
the commercial nations direct their energies toward 
the prosegution of a~ bitter commercial warfare as 
they now threaten to do, there can be little doubt 
that the demoralization to the world’s trade will be 
even more complete than it was in August, 1914. It 
is therefore useless to form any set opinions as to 
the outcome of the threatned conditions. It may be 
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safe to say, however, that some few things are cer- 
tain to happen and that a great many things will 
probably happen. In the first category may be placed 
the stoppage of the export of war supplies and its 
consequent immediate effect, and the more or less 
rapid contraction of credit extensions to correspond 
to the withdrawal of gold to Europe. In the second 
category may be placed any pet theory that the 
reader desires. 

It would certainly seem highly profitable for 
American foreign trade to change its character in 
so far as possible and in place of the exotic type of 
exports (war materials, etc.), try to obtain a greater 
share of the world’s trade in more lasting products 
with neutral markets and especially with South 
America. Whether we have “dumping” or not it 
will not matter so much if the export of products 
of a substantial nature, which can be made here 
under favorable conditions, is increased to foreign 
countries. To date the response of trade with neu- 
tral markets has been most successful in South 
America, and it has been due mainly to the untiring 
efforts of one of the New York banks that this has 
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been possible. Yet, the movement has by no means 
been as great as it ought to be and will not reach 
its full latent possibility until better credit relations 
and more extensive banking connections are estab- 
lished. 

Despite all the information as to the require- 
ments of the South American trade that has been 
spread broadcast by the Government, which realizes 
its importance, and through other sources, there still 
seems to be a woeful ignorance and a lack of inter- 
est on the part of exporters that is very hard to 
understand. Only recently there came to hand a 
report from a committee of the Industrial Union of 
the Argentine, an association of manufacturers, etc./ 
to the Consul General at Buenos Aires, complaining 
of the altogether too frequent failure of the North 
American trade to comply with its contracts, and 
its general unscrupulous methods. Complaint as to 
packing, non-observance of customs regulations, etc., 
are still frequent, while there is no excuse for ig- 
norance on the subject. It really appears somewhat 
disheartening in face of the splendid opportunity. 
Will American exporters never learn? 


By THOMAS H. WORK 
The bookkeeper sat at his desk one night— 
I think ’twas a Friday evening— 
He was out two cents, and it wouldn’t come right; 


Yes, ’twas a Friday evening. 


He checked and he checked, and his spirits sank, 


For tickets he’d bought for “A Run on the Bank” 
For that very Friday evening— 
Good only that Friday evening. 


He looked at the clock, ’twas half-past six, 


All on a Friday evening, 


Says he to himself, “Here’s a deuce of a fix, 


This very Friday evening 


7 


He checked and he checked, as the hour grew late, 


All on a Friday evening, 


Still he checked and he checked till ’twas nearly eight, 


All on a Friday evening. 


Then cried, as the lost two cents he plugged, 
“T’ll go to that show if I do get jugged,” 
And he went that Friday evening, 
With the girl that Friday evening. 


Then he dreamed all night of the two cents plugged 
The previous Friday evening; 

And he woke from a dream in which he’d been jugged 
That horrible Friday evening. 


And a membership blank at once he signed. 
On his way to the bank he made up his mind, 
And he strikes O. K, every evening— 


Now he strikes O. K. every evening. 
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PURCHASING POWER OF THE RAILWAYS 
AS A MEASURE OF GENERAL PROSPERITY 


cessation of munitions contracts after the 

war is the subject of a study by E. B. 
Leigh, president of the Chicago Railway Equip- 
ment Co. Mr. Leigh has had prepared by Brook- 
mire of St. Louis a chart showing that when rail- 
way purchases—typified by car orders—are re- 
sumed, general business—typified by the Brookmire 
index—starts up, and that when railway buying 
sags general business declines. Mr. Leigh ex- 
presses his conclusion .thus: “Railway purchases 
measure general prosperity.” 

In the fall of 1914, the line indicating railway 
purchases sank to a point lower than the point 
shown at any time in 1908, the ‘previous low point 
for the period covered by the chart, which begins 
with 1901. The business index in 1914 followed the 
railway purchasing index down, with about three 
months interval, and reached a level lower than the 
jow point in 1908. Before the end of the year the 
business index shot sharply upward, in advance of 
any upward trend in railway purchases. 

In the spring of 1915 railway purchases rose a 
few points. In the latter half of 1915 we had the 
unprecedented phenomenon of a business index ris- 
ing almost perpendicularly, until in the autumn of 
1916 a substantially higher point was reached than 
at any time in the sixteen years, whereas simul- 
taneously railway purchases turned sharply down- 
ward. Car orders in the middle of 1916 had reached 
a lower point even than in the middle of 1914. 
Hence, a sixteen-year period closed with the busi- 
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ness index at the highest point ever shown, and the 
railway purchases at a low point for the period. 

The apparent exception involved in the chart 
for 1916 was due to another gigantic purchasing 
power coming into the market at a time when the 
railways were not buying—namely, the munitions 
contracts and war business. 

Mr. Leigh asks: “What will be the total pur- 
chasing power of the American people at the close 
of the war in Europe? You have before you two 
diametrically opposed prophecies. Profits have been 
made in munitions manufacture and in a wide range 
of miscellaneous manufacture and trade, growing 
out of the purchasing power so created. You are 
asked by some to believe that these profits will give 
America means to continue the maintenance of ac- 
tive trade. Another important item of accumula- 
tion of capital, you are told, will be the retention in 
this country of great sums formerly sent annually 
to Europe in the shape of interest and dividends up- 
on American securities held there, but bought back 
by Americans in the course of the European conflict. 

“You have been invited to consider European 
necessities in the way of replacing machinery and 
plant destroyed by the war, and promising large 
consumption of American products. Those who 
emphasize this view underscore also the scarcity of 
labor abroad due to death and disfigurement in the 
war, assuring, they think, high labor cost in Europe, 
as well as under-production. These factors, we are 
urged to believe, will make it easy for the United 
States to compete with Europe in trade, after the 


war. 
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“From others, you have the opposite prediction 
made with equal positiveness. You are reminded 
by them that the United States, just prior to the out> 
break of hostilities, was in a state of extreme in- 
dustrial depression. They state that nothing has 
occurred since to improve industrial conditions in 
this country, except the war. 

“A new currency system, it is admitted, has 
gone into effect, and everybody hopes that this will 
give America the same immunity from financial 
panics which has been enjoyed by most countries of 
the world for many years. But it was not a panic 
which precipitated the condition which existed in the 
United States in the middle of 1914. There had not 
been a financial convulsion since 1907. In 1913, 
business had reached a high mark. We may have 
wide-spread and prolonged depression, whether or 
not precipitated by panic. 

“The American financial position, again, it is 
asserted by some, is not really as strong as it seems. 
Busy as a great part of our industrial equipment 
now is, and large as have been some people’s profits, 
the manufacture of munitions has brought disaster 
to some, and meager, if any, profit to many; and 
there are a number of industrial plants not doing 
at the present time more than a small percentage 
of the capacity for which they are prepared. 

“There is in America a universal extravagance, 
This applies to employees, 
Arising from this, 


personal and corporate. 
but it also applies to managers. 
and other causes, there is a cost of doing business 
which is undoubtedly the highest ever known in any 
country at any time. 

“Contrast this situation with what we see 


abroad. Consult astute observers, familiar with 
what has been accomplished by the warring nations 
in organization of their resources. They declare 
that Europe has made great moral gains. The war- 
ring nations have organized their resources. They 
have developed discipline, economy, adaptation of 
means to ends, co-operation of managers and men, 
general co-ordination of energies. These, they as- 
sert, have given Europe a productive capacity a 
great deal more than offsetting the loss through 
death and disablement in the war. Not the least 
new factor is the labor of women. 

“Europe, again it is declared, has fully restored 
the habit of saving, which, had in some countries 
been somewhat relaxed before the war. Those who 
look at it in this way conceive Europe as a group of 
highly efficient nations, drilled thoroughly and dras- 
tieally, capable of accumulating capital even when 
doing business at cut-throat prices, ready to repeat 
the miracle of the past in the direction of paying off 
war debts, hungry for foreign markets, and looking 
with avaricious eyes, not only upon those consumers 
abroad throughout the earth te whom America must 
Sell if America is to hold her ground, but upon con- 
Sumers in the United States itself, 


“You have before you these two views. Some 
tell you that the troubles of the railways are not 
your troubles as a matter of purchasing power, be- 
eause prosperity will persist after the war in any 
event. On the other hand, you are asked to regard 
the troubles of the railways as your troubles on the 
score of purchasing power because, it is predicted, 
you will be in the greatest possible need of railway 
purchasing power as soon as the war purchasing 
power is withdrawn.” 

Mr. Leigh does not espouse either of these 
views. What he urges is the vital importance of 
doing the utmost to meet the situation whichever 
prophecy proves inspired. Here, he says, is a great 
national juncture. Is it not the part of prudence, as 
it would be in a critical business situation facing 
any one in his own affairs, to assume the worst, and 
put his house in order accordingly? 

A single provision of law is selected by Mn 
Leigh from among the many now pending before 
Congress for special attention—the standard which 
the national legislature shall set by statute, whereby 
the Interstate Commerce Commission is to measure 
railway earnings in the regulation of rates: 

“Three alternatives exist. One is to regulate - 
individual rates with regard to their reasonableness 
and with regard to discrimination without consider- 
ing the relation of total revenue to total expenses. 
In other words, bankruptcy and government owner- 
ship. If that is what you want, you can have it. by 
leaving the law as it stands. 

“The second alternative is to ordain that rates 
shall be high enough to produce earnings out of 
which improvements and extensions and the develop- 
ment of territory not: now served can come with- 
out the investment of new capital through stocks 
and bonds. It may be that you can persuade the 
Congress of the United States to pass such an 
amendment, but I do not believe you can. 

“The third alternative is to lay down the rule 
that such a rate structure shall be permitted in 
every large region that on the average of all the 
roads traversing that region, and on the average 
over a period of years, earnings shall be sufficient 
to attract investment for additions and betterments 
to existing lines, and for construction of new 
mileage.” 

Mr. Leigh predicts that if Congress does not 

adopt such an amendment, the end of the war in 
Europe will in due course be followed by an Ameri- 
can depression of the first magnitude in severity and 
in length of duration. 
' “You had it,” he says, “in 1914, before this 
war began. You will resume it after this war is 
over, if you do not allow this gigantic railway pur- 
chasing power to take the place of the gigantic pur- 
chasing power which will be taken out of your 
markets when munitions and war contracts cease to 
operate.” 
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IS OUR PROSPERITY A DELUSION? 


HROUGHOUT the United States the hum of 
T industry is heard, labor is fully employed, 
human skill and ingenuity are opening new 
channels of production, new schemes and enter- 
prises are constantly brought forward and prose- 
cuted with energy, trade is active, and money 
plenty; and everywhere, in the marts of trade, in 
the legislative hall, at the stock exchange, and the 
political gathering, are heard rejoicings over our 
prosperity. 

Remote from the scene of conflict between con- 
tending armies, ignorant of the horrors of war, and 
experiencing but little inconvenience and, as we 
think, large profits from the destructive powers, we 
are living happily under the impression that we are 
“prosperous” and are, to an alarming extent, indif- 
ferent respecting its speedy and’ successful termi- 
nation. 

It appears to me, however, that this “pros- 
perity” is to a great extent a popular delusion, that 
it rests upon a fictitious basis, and although pre- 
senting to the public mind a specious and plausible 
appearance when clothed in its “glittering generali- 
ties,” it is nevertheless imaginary rather than real 
and illusive rather than actual. Believing thus, and 
entertaining the conviction that the only way to 
secure prosperity is by securing the speedy and suc- 
cessful termination of the war, it seems desirable 
that some effort should be made to check the spread 
of this popular error and bring the public mind to 
a more correct appreciation of our true condition. 

Apparent prosperity generally precedes disas- 
ter. In our own history we have experienced severe 
monetary disasters, the most, if not all, of which 
have been immediately preceded by great apparent 
prosperity, the sequel of which proved conclusively 
that our nominal prosperity was, to a considerable 
extent, a phantom, as it resulted in disaster to thou- 
sands who were deceived by its pretentious ap- 
pearance. 


The above paragraphs are not of contemporary 
origin. They are taken from a book entitled The 
Age of Greenbacks, written by “A Boston Merchant” 
who signs his initials A. W. S., and published in 
1864. The great conflict referred to is not the 
European but the Civil War; and the “Boston mer- 
chant,” after his introductory remarks, proceeds to 
castigate the public mind for believing that the 
inflation of the currency by the issuance of legal 
tender notes has brought about prosperity, whereas 
in reality it has only enormously increased the pub- 
lic debt and added to commodity prices. His: pro- 
phecy of disaster was borne out in 1878. 

As usual, history repeats itself. The Boston 
merchant, writing in 1864, says: “That this war, 
and consequent war-debt, is the mainspring of our 
present national industry, and the symbol of so- 
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called prosperity, I need only refer to the able re- 
port of the Bank Commissioners of Massachusetts 
for 1862, who, after a thorough investigation, say: 

“*At the breaking out, of the Rebellion, it was 
feared that the business of the country would be 
entirely prostrated and the banks, which make their 
gains out of the activity of trade, expected to be the 
greatest sufferers. Neither of these fears has been 
justified by the event. Seldom, if ever, has the busi- 
ness of Massachusetts been more active or profitable 
than during the past year. The war has brought 
into activity many mechanical employments for 
which there is little occasion in time of peace; such, 
for example, as the manufacture of arms and ord- 
nance, * * * * The railroads of the Common- 
wealth were never more profitably employed, and 
they have made larger dividends and their stocks 


* have borne a higher price than at any former 


period. * * * Every steam vessel, capable of 
navigating either the ocean or harbors and rivers, 
has been thus employed. * * * The shipyards, 


both public and private, have been worked to their 
utmost capacity. 

Paying his respects to the greenbacks, the au- 
thor of this little volume said: “The large issues of 
paper money by our government have enhanced 


prices but have not produced any augmentation of 
value; yet, because of the general rise in prices, a 
popular impression prevails of a large increase in 
wealth. The prevailing opinion seems to be that a 
general rise in prices is indicative of increasing 
wealth, whereas nothing is more absurd. * * * 

“The over-issue of paper money by the govern- 
ment has been a most expensive undertaking. Not 
that it costs anything in itself, for it is an easy and 
fascinating process to pay debt by creating debt. So 
easy, that it.is said a member of the Continental 
Congress once exclaimed in debate, ‘Do you think, 
gentlemen, that I will consent to load my consti- 
tuents with taxes, when we can send to our printer 
and get a wagon-load of money.’ It is also reported 
of a patriotic old lady, that she considered it a shame 
‘that Congress should let the soldiers suffer, when 
it has power to make just as much money as it 
chooses.’ 

“There are thousands of our citizens who are 
really sufferers by the depreciated currency, who 
are entirely ignorant of it; they look over their 
stock of goods, or ether property, and cast up the 
amount, as estimated in paper prices, with evident 
satisfaction; and in consideration of large profits, 
spend their earnings and live extravagantly; but 
when that day comes, as come it must, and these en- 
hanced paper prices vanish, as the bubble breaks, 
then they will have a glimpse of their real céndition 
and will conclude that all is not prosperous that 
appears prosperous.” 
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WHY A STATE BANK JOINED THE RESERVE SYSTEM 


HE letters printed below were exchanged by 

4 the president of a state bank in Iowa and a 

stockholder in the bank who lives in Minne- 

apolis. They express views as to the Federal reserve 

system that are of more than passing interest. 

They express with exactness the reasons that 

prompted the bank president to request approval of 

his plan to join the reserve system and those that 
prompted the stockholder to give it. 


From the bank president to the stockholder: 


“Towa, November 28, 1916. 
“DEAR 

“I was very sorry I missed you during your visit 
in , but I spent the week in New York. I had 
no particular business there, but I find it pays to 
visit the financial center of this country at least once 
a year. 

“With reference to the Federal reserve system, 
we are not going into this thing blindly. I have 
figured on it ever since the law became effective and 
before taking definite steps in the direction of identi- 
fying ourselves with the system, I wrote the Federal 
Reserve Board at Washington, setting forth the 
character of our business, the proportion of city and 
farm loans made by us, and the absolute necessity of 
continuing business along’the same lines. The Board 
took the matter under advisement and finally replied 
that membership in the Federal reserve system on 
the part of this bank would not curtail it in any of 
its privileges under the state law and it could con- 
tinue to make the real estate loans as in the past, 
the sole exception being that the bank must bind it- 
self not to loan to exceed 10 per cent. of its capital 
and surplus to any one borrower. 

“As you perhaps know, the Iowa law permits us 
to loan 20 per cent. of the capital and surplus. This 
concession we are quite willing to make, for we have 
made it a rule ever since the law was changed to 
follow the old law and have limited our loans to 
$60,000. We, of course, must also comply with the 
reserve requirements of the Federal Reserve Act, 
but in view of the fact that the state law requires 
a larger reserve than the National Bank Act, we will 
have no difficulty in that respect. The only feature 
that will cause us a little embarrassment is the fact 
that it will make it necessary for us to close some of 
the accounts we now have with other banks; of 
course, we will be obliged to carry smaller balances 
with the rest. The Federal reserve banks are now 
earning enough to insure dividends on the stock, so 
that the investment in the stock is not going to be an 
unprofitable one. We lose the interest on our re- 
serve balances, which will amount to approximately 
$3,000 a year. I estimate that by taking the surplus 
reserve we now deem it necessary to have, and in- 
vesting it in commercial paper, we can make up 
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without any difficulty the loss of interest on the 
balances we now carry with our reserve corre- 
spondents. We usually have a surplus reserve of 
approximately $200,000. If we take $150,000 of that 
it is safe to assume that we can invest it in prime 
commercial paper, paying an average rate of 4 per 
cent., thus making a profit of 2 per cent. over the 
interest paid us: by banks. That $3,000 will take 
care of the loss on the reserve balance carried in the 
Federal reserve bank. 


“All things being equal, as it were, I believe 
that there is sufficient prestige in membership in 
the Federal reserve system to warrant us in ex- 
pecting a nice increase in our business. There is 
no question but that a great many people believe 
the national banking system is superior to the state 
system. We can advertise the fact that we are to 
all intents and purposes a national bank and our 
competitors in the system will not have the advan- 
tage over us they now possess. Furthermore, the 
time is coming when a great many state banks will 
join the Federal reserve system, and I thought it 
not only wise but quite politic to be the first state 
bank in the state to identify itself with the system. 
As you perhaps know, I have always been a believer 
in a unified system of banking. The Federal Re- 
serve Act is a step in that direction and while it is 
not yet perfect, I predict that the time will come 
when every bank in the country that is eligible to 
membership will want to be identified with the sys- 
tem. In fact, I am firmly of the opinion that even- 
tually all the larger banks in the country will cut 
loose from the state banking systems and identify 
themselves with the national system. That may be 
looking ahead a good long time, but nevertheless I 
am firmly of the opinion that you will live to see the 
time when practically all banks having $100,000 
capital or more will be operating under the national 
system. 

“It, of course, will put us to additional expense 
to belong to the Federal reserve system, for it will 
necessitate three examinations a year, two by the 
national bank examiner, and one by the state bank 
examiner. Furthermore, we will probably be called 
upon to publish our statements seven or eight times 
a year. The State Banking Department does not 
seem disposed to co-operate with the Federal 
authorities and we will therefore be put to some ex- 
pense the national banks do not have to share in, 
but the amount is not great, the annoyance one can 
accustom himself to, and I think it will be worth 
the price in the additional prestige we will derive 
from the fact that we are not only under state super- 
vision, but also under national supervision. 

“T am enclosing proxy and would be glad to have 
you sign it, as I take it for granted you will not be 
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able to attend our meeting. It will be necessary for 
us to have as many proxies as possible. 
° “Very truly yours, 
“ 


“President.” 


From the stockholder to the bank president: 
“MINNEAPOLIS, November 30, 1916. 


“DEAR 

“T have read and re-read your letter of the 28th 
with reference to the Trust & Savings 
Bank joining the Federal system, and I now enclose 
a proxy in your name, in order that you may vote 


my stock in favor of joining. 


“I am extremely pleased to note that you will still 
be allowed to continue loaning upon farm and city 
properties. The stock that you take in the Federal 
system I feel certain will pay 6 per cent. and that is 
as much as you can expect from any good farm loan. 
You will be compelled to switch your reserves some- 
what and keep a considerable sum where it will be 
earning nothing, but the benefit of belonging to the 
system will, in my opinion, far offset the loss of the 
interest. 


“I took your statement as of September 21st 
and from it figured your reserve under the new plan. 
It is as follows: 
$ 914,000 demand deposits 12 per cent. 

2,850,000 time deposits 5 per cent. 


$109,680 
142,500 
$252,180 
“After November 16, 1917, 5-12 of this must be 
in the Federal reserve bank, the balance in the 
Federal reserve bank or your vaults. Under the 
Iowa law your reserve would be as follows: 
$ 914,000 demand 15 per cent 
2,850,000 time 8 per cent 


$137,000 


$365,000 
or a requirement under the new system of $113,000 
less reserve. 
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“TI wish to state here that neither you nor I be- 
lieve that the Trust & Savings Bank 
would wish to run on a reserve as low as the one 
mentioned in the first set of figures, or in fact in 
the last. The fact that the Federal Reserve Board 
limits you to a $60,000 loan is not harmful. 


“You speak of a loss of $3,000 of interest on re- 
serve balances. I do not think it will be that much, 
for the reason that you are carrying now about 
$120,000 in cash in your vault, upon which you are 
getting no inierest, but suppose you do lose that 
amount, the safety and security that a bank .like 
ours and yours will feel in having the reserve 
system behind it in case of need, will more than off- 
set the loss of interest. Your bank, while the public 
does not know it, has in reality grown right along. 
(The public does not know the great amount of spe- 
cial deposits that were on hand back in 1902, and 
which deposits have practically all been withdrawn.) 


“You are going to feel considerable increase in 
prestige, by the fact that you are under both state 
and Federal supervision. You may be compelled 
to publish statements oftener than before, but that 
is not a heavy expense. 


“You may have to submit to additional examina- 
tion, but I call your attention to the fact that one 
bank (state bank) in Minneapolis, which has joined 
the system, namely the German-American State of 
Minneapolis, has not as yet been examined by the 
Federal examiners. They have been content to take 
the figures of the clearing house and state bank 
examiners. 

“The standing of your bank will be broadened 
and it will become more of a national concern under 
this new move, and I repeat that you have my 
hearty co-operation in your desire to bring about 
this change, and I wish you every success under it. 

“Very truly yours, 


CONTINUING THE TREASURY SYSTEM 


Senator Nelson, of Minnesota, introduced an 
amendment to the Legislative, Judicial and Execu- 
tive Appropriation Bill, providing for the abolition 
of the United States sub-treasuries. Mr. Nelson de- 
clared that a saving of $500,000 a year to the gov- 
ernment would be effected and that the sub- 
treasuries’ functions could be taken over by the Fed- 
eral reserve system. The House, however, gave ad- 
ditional life to the treasury system by restoring the 
appropriation. It was understood that in the event 
of the passing of the sub-treasuries their work 
would be taken over by the Federal reserve banks 
. under the direction of the Reserve Board. 


Chairman Glass, of the House Committee on 
Banking and Currency, said that the Secretary of 
the Treasury authorized him to state that the time 
is not yet when the Federal Reserve Board is free 
to take on this new work. The Board is abundantly 
occupied with other important matters and the ab- 
sorption of the work of the sub-treasuries would now 
be inadvisable. Mr. McAdoo thought, it was said, 
that in view of this condition it would be unwise for 
the House to decline an appropriation for the con- 
tinuance of the treasuries. The amalgamation of 
the work of the sub-treasuries with that of the Fed- 
eral Reserve Board was one of the purposes of the 

framers of the Federal Reserve Act. 
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INSTITUTE CHAPTERGRAMS 


Apotocy.—So Many Institute graduates re- 
ceived promotions in January that to comment on 
all of them individually is impossible. 


E. G. McWILLIAM, manager of the publicity and 
new business department of the Security Trust and 
Savings Bank of Los Angeles and President of the 
American Institute of Banking, will shortly become 
associated with the Guaranty Trust Company of 
New York as an assistant to Vice-President Stetson, 

_in the Banks and Bankers Division of the company. 
President McWilliam will assume his new duties 
about March first. This is but another evidence of 
the wisdom exercised by the Guaranty Trust Com- 


pany. 


Cart W. ALLENDOERFER, of the First National 
Bank of Kansas City, now writes “vice-president” 
instead of “assistant cashier” after his name, and 
writes it well. He is a member of the Institute 
Board of Regents and one of the authors of the 
Institute text-books. He is a highbrow with some 
of the characteristics of an Indian. 


WittiAM S. EVANS, a past president of the In- 
stitute, has been made a member of the firm of 
Henry & West of Philadelphia. The firm is noted 
for its superior judgment of stocks and bonds—and 
of men. 


STEWART D. BECKLEY, the Texas member of the 
Institute Executive Council, has been made an as- 
sistant cashier of the City National Bank of Dallas. 
Mr. Beckley has done much to develop Institute 
work in Texas and the City National likes. men who 
do things. 


ArtTHuR KocH, Institute graduate and member 
of Albany Chapter, has been elected cashier of the 
First National Bank of Amsterdam. Mr. Koch suc- 
ceeds Geo. B. Wilkinson, who has been appointed a 
national bank examiner. Mr. Wilkinson is also an 
Institute graduate. 


C. B. BROMBACH, an Institute graduate, has been 
elected an assistant cashier of the First and Secur- 
ity National Bank of Minneapolis. K. M. Morrison, 
a Minneapolis Chapter member, has also been made 
an assistant cashier of the same bank. 


THE ANNUAL BANQUET of New York Chapter 
on February 17 will undoubtedly eclipse all previous 
banquets. It will be held in the Hotel Astor and 
many out-of-town Institute men will be in at- 
tendance. 


Mitts TEN Eyck, Institute graduate and presi- 
dent of Albany Chapter, has been elected assistant 
treasurer of the Albany County Savings Bank. 
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Percy J. Essotr and Byron P. Robbins, both 
Institute graduates, were elected assistant cashiers 
of the National Park Bank, New York. W. E. Hal- 
lett, of the Bank for Savings, New York, a member 
of New York Chapter, was made auditor of the 
bank. 


WiLt1am A. Marcus, of San Francisco, has 
been made assistant cashier of the Savings Union 
Bank and Trust Company. Mr. Marcus has been 
very prominent in Institute affairs, is an Institute 
graduate and merits in every way his promotion. 
R. F. Parsons and W. B. Blakewell, members of San 
Francisco Chapter, have also been made assistant 
cashiers of the Savings Union Bank and Trust Com- 
pany. W. F. Duffy and G. A. Van Smith, members 
of San Francisco Chapter, have been made assist- 
ant cashiers of the Anglo and London-Paris National 
Bank of that city. L. E. Alt, also a San Francisco 
Chapter member, was made assistant cashier of the 
American National Bank. L. R. Cofer and C. W. 
Banta, of the Wells Fargo Nevada National Bank, 
San Francisco, have been advanced to manager of 
the foreign exchange department and assistant cash- 
ier respectively. 


R. A. NEWELL, Institute graduate and member 
of the Executive Council, has been made assistant 
cashier of the First National Bank of San Fran- 
ciso. Considerable constructive work has been done 
by Mr. Newell, both for the Institute as well as San 
Francisco Chapter. 


THOMAS H. WEstT, Institute graduate and for- 
mer vice-president of the Institute, has been elected 
an assistant cashier of the Ladd & Tilton Bank of 
Portland, Oregon. Mr. West has played a promi- 
nent part in Institute affairs and has been a leader 
in thrift education in the Pacific States. 


W. D. Ortts, Institute graduate and president of 
Los Angeles Chapter, has been made assistant secre- 
tary of the Security Trust & Savings Bank. 


J. Howard ARTHUR and John D. Werts, Insti- 
tute graduates, were elected cashier and assistant 
cashier of the Peoples National Bank of Pittsburgh. 
Jos. W. Ward and Frank F. Flood, members of 
Pittsburgh Chapter, were elected to the presidency 
and vice-presidency of the same institution. 


C. W. Orwic, an Institute graduate, was pro- 
moted to the position of treasurer of the Common- 
wealth Trust Company of Pittsburgh. W. P. Wat- 
son, a-chapter member, was elected assistant cashier 
of the Keystone National Bank of Pittsburgh. 


KANSAS CITY CHAPTER, according to J. J. Swof- 
ford, Jr., reports that interest in the three classes— 
“Graduate,” “Banking” and “Elementary”—has 
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been maintained steadily through the Christmas sea- 
son. Work in the general banking class has cen- 
tered on a special four weeks’ study of the Federal 
Reserve Act and amendments. Officers of the Kan- 
sas City Federal reserve bank have co-operated 
in giving information on this subject, particularly 
Mr. McNellis, the auditor. So great has been the 
discussion along these lines that.the debate commit- 
tee has selected the following question for the big, 
annual contest: “Resolved, that the Federal reserve 
banks should be allowed to compete with commer- 
cial banks to the extent permitted under the present 
provisions of the Act.” In the Federal National 
Bank C. G. Hutcheson, formerly cashier, has been 
elected vice-president; C. W. Allendoerfer, formerly 
assistant cashier, also elected vice-president; Geo. 
P. Reichel, formerly assistant cashier, is now cash- 
ier; Sidney Silverman, discount clerk, has been 
elected an assistant cashier, and W. J. Doughty, 
chief clerk, has also been made an assistant cashier. 
The gentlemen are all members of Kansas City 
Chapter. A. B. Eisenhower, an Institute graduate, 
has been elected an assistant cashier of the South- 
west National Bank of Commerce. A W. Kennedy 
has been made an assistant cashier of the same 
bank. Mr. Kennedy is also an Institute graduate. 


ALBANY CHAPTER’S December meeting was made 
interesting by an exposition of the political side of 
the tariff question, Judge Prior speaking from the 
Republican standpoint and Attorney Fitzsimmons 
taking the Democratic side. The class work is pro- 
ceeding regularly, which will result in a number of 
graduates this year. The chapter is now third in 
number of graduates in the state of New York. In 
common with the other chapters, Albany Chapter 
will start a membership campaign in February. It 
now has two hundred and twenty-five members and 
hopes to get at least fifty new ones. 


APPLy the glue of persistency—stick. 


PITTSBURGH CHAPTER is conducting preliminary 
trials for its debating team, it being planned to send 
an entire new team to try for the cup offered by the 
Pennsylvania Bankers Association. The first open 
meeting was addressed by James A. Wakefield, one 
of our most prominent members of the bar. He de- 
livered his famous lecture, “Hawaii.” A large and 
attentive audience was present. The second open 
meeting was held on Thursday evening, January 
18. The speaker was W. H. Lough, author of the 
text-book used by our class in “Corporation Fi- 
nances.” Mr. Lough chose for his subject, “Export 
Banking,” and traced the growth of our export 
trade, explaining the fundamentals of export bank- 
ing. 

SAN FRANCISCO CHAPTER is making 1916-1917 
its banner year from an educational standpoint. In- 
creased membership has made the class enrollment 
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higher than ever before and the splendid work done 
by the University of California professors has held 
the attention of the men in the classes to such an 
extent that over 70 per cent. of all men enrolled at 
the outset are still. continuing their studies. The 
commercial law examination held January 13 and 
20 was taken by eighty men, while the banks and 
banking examination to be held on the twenty- 
seventh will doubtless be taken by over 100 men. 


EmBopy your ideas, but do not embalm them. 


AUSTIN CHAPTER will complete the law course 
in March; excellent progress is reported. 


G. C. McWuHIrRTER, of Macon Chapter, writes: 
“The course in ‘Banks and Banking’ has just been 
completed. We are now preparing to begin the 
volume on ‘Loans and Investments.’ On account of 
a very busy season here the class attendanee has 
been somewhat small, but a good deal of private 
study is being kept up by the members. We hope to 


have at least as large a number of graduates this 
year as last year, when fifteen men completed the 
course and passed the examination.” 


Don’t be a clock watcher. Be a top notcher. 


THE PUBLIC SPEAKING CLASS of San Francisco 
Chapter is proving to be one of the most successful 
classes in the curriculum. While from necessity the 
enrollment was limited to twenty-one, the entire 
number comprising officers and men in responsible 
positions in the various banks, are very enthusiastic 
and each night shows almost entire quota present. 
The instructor is Paul Gerson, the foremost instruc- 
tor in dramatics and public speaking in San Fran- 
cisco, and his carrying on of the work is proving 
highly satisfactory and very beneficial to those en- 
rolled. Last September the chapter registered 1,007 
members at the convention, since then it has gath- 
ered in a few more and now can report a total mem- 
bership of 1,131. They are not satisfied, however, 
for plans are being completed for a membership 
campaign, when at least 150 more will be gathered 
in. They will then move the limit to 1,500. 


SECRETARY GABRIEL reports for San Francisco 
Chapter, “On January 12, 1917, A. B. C. Dohrmann, 
general manager of the Nathan-Dohrmann Com- 
pany, addressed our members on ‘Experience in Co- 
operation with Employees in Management Responsi- 
bility and Profit Sharing.’ Mr. Dohrmann is a 
practical business man who has reached the top 
through his ability increased by his own efforts. 
Naturally his story explaining the policy of his long 
chain of stores was told to us in a most interesting 
way, understood and appreciated by all. Later, 
Warren Hilton, president of the Society of Applied 
Psychology, gave an address on ‘The Development 
of the Mind.’ On January 26, 1917, William M. 
Berg, secretary of the Owl Drug Co., will address 
our members on ‘The Evolution of a Drug Store.’ 
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We are proud to claim the friendship of the em- 
ployees of the Owl Drug Co. They have a pro- 
gressive organization, and hold monthly meetings, at 
which we have been their privileged guests. On the 
same evening, Minor Chipman, a national efficiency 
expert, will give us some very profitable suggestions 
on personal and business efficiency. On January 18, 
1917, about fifty graduates and bank officials, under 
the auspices of the Public Affairs Committee, visited 
the plant of the National Ice and Cold Storage Com- 
pany, where they were shown the process of manu- 
facturing ice. On January 17, 1917, the entertain- 
ment committee gave a vaudeville party to members. 
Between 350 and 400 attended, this being the largest 
gathering of members in the history of the chapter. 
It was planned as an opening wedge for a member- 
ship campaign. Invitations were sent out to all 
non-member employees of banks.” 

THERE are two roads—Going to seed and going 
to succeed. Which one are you on? 


Cuas. A. SCHACHT, president of St. Louis Chap- 
ter, states: “All of our study courses are well at- 
tended. The enrollment in the various classes being 
the largest in the history of the chapter. The pub- 
lic speaking class is at present engaged in selecting 
a team to participate in the inter-city debates of the 
Institute. The members of the practical banking 
class are preparing for an examination on the first 
half of the year’s work. This class has an average 
attendance of seventy-one, assuring the chapter of 
a large number of Institute graduates at the end of 
the year. We are pleased to announce that the fol- 
lowing members have been promoted or advanced by 
their respective institutions during the past month: 
Arthur W. Haill, assistant auditor of the Third Na- 
tional Bank, has been advanced to the position of 
auditor. Mr. Haill is at present a member of the 
Board of Governors, as well as Librarian of the 
chapter. L. C. Bryan, who has been chief -clerk of 
the Boatmen’s Bank for the past few years, has been 
appointed assistant cashier of that institution. Mr. 
Bryan is, also, a member of our present Board and 
one of the chapter’s veterans. He has represented 
St. Louis Chapter at a number of Institute conven- 
tions, and is widely known by bank men throughout 
the country. O. M. Attebery, transit manager of the 
Federal reserve bank in St. Louis since its incep- 
tion, has been promoted to the position of assistant 
cashier. Mr. Attebery was formerly cashier of the 
Badger State Bank of Cassville, Wis., and has been 
‘associated with the Fort Dearborn National Bank 
of Chicago and the Mechanics American National 
Bank of St. Louis.” 


CREDIT INFORMATION.—A pretty good firm is 
Watch & Waite, And another is Attit, Early & 
Layte; And still another is Doo & Dairet; but the 
best is probably Grinn & Barrett. 


BIRMINGHAM CHAPTER is holding weekly study 
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classes, the most interesting of which seems to be 
the course in commercial law. Members are looking 
forward to the debate with New Orleans chapter to 
be held here on January 27. The subject is “Re- 
solved that National Banks should be permitted to 
carry one-fifth of their reserves with other National 
Banks in reserve cities.” A committee is working 
on the revision of the chapter’s constitution and 
by-laws. Some important changes are anticipated. 
Chapter Secretary, Albert J. Williams, of the Trad- 
ers National Bank, Birmingham, Ala., has resigned 
his position with that institution to enter the mer- 
cantile business. 


Mr. MEANT-TO.— 

Mr. Meant-to has a comrade, 
And his name is Didn’t-do; 

Have you ever chanced to meet him? 
Did they ever call on you? 

These two fellows live together 
In the house of Never-win, 

And I’m told it’s haunted—haunted 
By the ghost of Might-have-been.—Best. 


CHICAGO CHAPTER will hold two general meet- 
ings in February, according to Raleigh E. Ross. On 
February 6 to definitely launch the educational ac- 
tivities of the second half of the year, and later in 
the month, at which ex-Governor Deneen will speak. 
At the first meeting further details of the new 
foreign trade course will be discussed. The course, 
which is projected by the Business Training Cor- 
poration of New York, is contained in 12 books, each 
of which the student will study for two weeks, meet- 
ing with the class to discuss each book. O. A. Wil- 
cox, of the foreign department of the National Bank 
of the Republic, has kindly consented to head these 
group meetings. One of the speakers already ob- 
tained for the 1917 banquet of Chicago Chapter on 
February 12 is Festus J. Wade, President of the 
Mercantile Trust Company of St. Louis. His sub- 
ject will be “The Value of European Securities.” 
A record-breaking attendance both among bank men 
and officials is expected. The inter-city debate be- 
tween the Chicago and Milwaukee chapters will be 
on the subject of “Resolved that the United States 
of America Should Establish a System of Compul- 
sory Universal Military Training.” The Chicago 
team for the debate, which will occur March 10, 1917, 
at Chicago Chapter Headquarters, was selected by 
an elimination contest, in which each contestant 
spoke for five minutes. Judge Joseph P. Fitch ad- 
dressed Chicago Chapter at its January general 
meeting upon “Criminal Court Procedure.” The 
judge related interesting anecdotes of the Chicago 
Bar, proving conclusively that even a criminal court 
judge can retain a sense of humor and a kindiy and 
generous attitude toward humanity. 

PRESIDENT PHILLIPS, of Pittsburgh Chapter, is 
keeping his board of governors active. After hold- 
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ing the regular monthly meeting, the board was 
called during January to formulate plans for a 
monster membership campaign. The members of the 
Banquet Committee, led by H. E. Hebrank, are en- 
thusiastically at work, preparing for the Second 
Annual Dinner which will be held at McCreery’s, 
Tuesday evening, February 6, 1917. When it ‘is 
considered that they received 160 acceptances the 
first half day after sending out invitations, you can 
well understand why they have limited the guests to 
600. Several of our members attended the annual 
banquet held by Cleveland Chapter January 23, and 
came back with praise for the hospitality of our 
good friends in Cleveland. Mr. Hebrank, our repre- 
sentative on the Executive Council, delivered an ad- 
dress before Wheeling Chapter, which shows that 
our boys are on the job boosting the A. I. B. not only 
in Pittsburgh, but elsewhere as well. 

“ELEMENTARY BANKING.”—James J. Swofford 
of Kansas City Chapter writes as follows: “The 
class in Practical Banking, a special group for boys 
who have worked in banks less than one year, is 
progressing under the guidance of six graduates. 
The class is an experiment, and we have no prec- 
edents to fall back upon. Our greatest handicap is 
the lack of a suitable text-book taking up the most 
elementary transactions of a bank in detail and di- 
vided into convenient lessons. Our experience thus 
far would seem to justify the Board of Regents of 
the Institute in taking steps to supply a text more 
complete than O. Howard Wolfe’s very handy little 
manual on ‘Elementary Banking.’” For the in- 
formation of our Kansas City friends and others 
the statement is made that the Institute has such 
work under consideration. Any suggestions in this 
connection will be appreciated. 

Can ANyBopDy BEAT THIS?—Pittsburgh Chap- 
ter Clearings “notes from the Philadelphia Chapter- 
gram the support given the Chapter by the Union 
National Bank of that city. Out of forty-nine (49) 
employees, thirty-nine are active members of the 
Chapter. We extend our congratulations to this 
good Philadelphia institution. But we believe the 
real championship comes to the Smoky City. The 
Union National Bank of Pittsburgh has about fifty- 
three employees, with every member from president 
to messenger, an active member of the local chap- 
ter. At the present time a couple of new messengers 
have not affixed their names to the application card, 
but they can soon be counted upon. Besides this 
elegant record, this institution has furnished three 
past Presidents of Pittsburgh Chapter and at the 
present time is represented by a member on the 
Executive Council. We claim for this institution the 
world’s championship for institute support. What 
bank in the United States can beat it?” 

SECRETARY SMALL of Charleston Chapter states: 
“With an active membership of thirty-two the chap- 
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ter started its second year; the average attendance 
for the first half of the year being a little more than 
twenty-eight. ‘Loans and investments’ will be the 
subject of our studies during the remainder of the 
season, and judging by the spirit of determination 
evidenced by our members we feel that it will be 
safe to say that twenty members will stand the 
examinations at the end of the season. Of this num- 
ber there will be approximately twelve members who 
successfully passed the tests last spring and who 
will, therefore, receive their graduation certificate 
upon passing the examination. We were pleased to 
have with us on January 19 Frank A. Devereau, 
Chairman of the Fifth District. Mr. Devereau’s 
visit was made the occasion of our second smoker of 
the season, and a full class turned out to hear what 
he had to say in regard to the work of the American 
Institute of Banking. R. G. Rhett, president of the 
United States Chamber of Commerce, was also our 
guest, and addressed the class. Both speakers dwelt 
particularly upon the great need in this country to- 
day for thoroughly trained men; and impressed upon 
their audience that the profession of banking was 
no exception. All who attended were thoroughly 
impressed with the wisdom of taking advantage of 
the opportunity afforded them to better equip them- 
selves for their life work through the A. I. B. study 
course. Concrete evidence of the desirability of tak- 
ing the course was furnished the class recently by 
the Bank of Charleston, N. B. A., when announce- 
ment was made that G. W. Walker and J. Hume 
Lucas had been appointed cashier and assistant 
cashier, respectively, as both of the gentlemen have 
been active in Charleston Chapter. 


WHo Am I? 


I do much good. 

I am an asset to you. 

I have made friends and followers for the bank. 
I am a universal rule, in fact, I have become a habit. 
I help you to hold your job. 

I am everywhere. 

Great men have written books about me. 

I am contagious. 

Without me no business can be truly successful. 

I am one of your good friends. 

I gain much and lose nothing. 

I am a habit well worth acquiring. 

I am on an equal footing with kindness. 

I am COURTESY.—John C. Riesenberger. 


BALTIMORE CHAPTER.—Classes are still holding 
up in attendance, reports George G. Requard, and 
there is every indication that a good number of mem- 
bers will become certificate holders at the end of the 


year. The accountancy class, in particular, is very 
popular and our fondest expectations are more than 
realized by the hearty support that the members 
have given it. We now have forty men in the class. 
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This year has been rather prosperous from a finan- 
cial point of view: dues have been paid in regularly 
and promptly and in addition to this our chapter 
has been able to provide a comfortable sum toward 
its expenses from other sources. Our theatre party 
this year netted us a larger sum than has ever been 
the case before and also the banks of Baltimore have 
shown their usual liberality, all of which is a very 
good sign of the prosperous condition of our com- 
munity. Thus, we have not had to worry along try- 
ing to make both ends meet, as has sometimes been 
the case in the past; for which we are thankful. 
Our president, Mr. Lucke, who is now the southern 
representative of the National City Bank of New 
York, is back with us again after a month’s sojourn 
in New York. We are delighted that his new posi- 
tion will not compel him to relinquish his duties here, 
for he has been of inestimable value to us. In place 
of the usual open meeting we substituted a dance 
this month which was well attended and was in 
every way a success. Perhaps the most neglected 


side of our activity has been the social side, for we 
have in reality done but little in that direction, but 
we hope to do more during the rest of the season. 
Our banquet will be held on the 17th of March at the 
Belvidere Hotel, and from what the committee in 
charge tells us it is going to be some banquet. Speak- 


ers have not yet been announced, but we are certain 
to have some good ones, and judging from past ex- 
periences this is going to be the biggest banquet that 
we ever had. 

ARTHUR E. GASKILL of New York Chapter, in 
an interesting report, states: “Members of New 
York Chapter are now centering their interest in 
the annual banquet, which will be held this year on 
Saturday evening, February 17, at the Hotel 
Astor. The Committee in charge has secured a very 
strong list of speakers, including Major General 
Leonard Wood, United States Army, Department of 
the East; Hon. Almet F. Jenks, Presiding Justice 
Appellate Division, New York Supreme Court, and 
John Herman Randall, Pastor Mount Morris Bap- 
tist Church, New York. Stretz’s Orchestra will fur- 
nish music throughout the evening. In addition to 
this solos will be rendered by a well-known singer 
and the Manhattan Male Quartette will entertain 
with songs, recitations, etc. There is no doubt but 
that this banquet will go down in history as being 
the most successful event of its kind ever given by 
New York Chapter. New York Chapter men were 
particularly gratified to learn that their former 
president, E. G. McWilliam, now manager of the 
department of publicity and new business of the 
Security Trust & Savings Bank of Los Angeles, will 
shortly return to New York to become associated 
with the Guaranty Trust Company of New York as 
assistant to Vice-President Stetson, who has charge 
of the Department of Banks and Bankers recently 
organized. New York Chapter is justly proud that 


it has been privileged to number among its members 
a man of such sterling character and ability, and 
‘Mac’ may be assured of a rousing welcome upon his 
return, which will be about March first. A course 
in foreign trade under the direction of Dr. McElwee 
of Columbia University, has been added to the many 
other courses offered by New York Chapter this 
spring. This course will show the development and 
present-day character of commerce among nations, 
and should prove of inestimable value to those men 
directly connected with foreign banking. A number 
of these lectures will be fully illustrated by lantern 
views. Another course added this spring is that of 
memory training, under the direction of Harold C. 
Hodgson, of the Berol Method of Memory Training. 
This course commenced on Tuesday evening, Janu- 
ary 23, over thirty men having registered. Mid-year 
examinations were held from January 29 to Febru- 
ary 7. We are glad to report the following promo- 
tions: Robert S. Darbee, formerly of the Williams- 
burgh Savings Bank, elected cashier of the Bay 
Ridge Savings Bank; Percy J. Ebbott of the Na- 
tional Park Bank appointed as assistant cashier of 
that institution; Albert D. Berry of the Market & 
Fulton National Bank, appointed assistant cashier, 
and at the same time Alexander Gilbert was elected 
chairman of the board and Robert A. Parker was 
elected president; Francis Crave, formerly cashier 
of the Broadway Central Bank, has been made vice- 
president and cashier of that bank; J. M. Lotsch, 
consul at the Broadway Central Bank, elected as- 
sistant cashier of that institution; and Ernest V. 
Connolly and B. P. Robbins appointed cashier and 
assistant cashier respectively of the National Park 
Bank. G. A. Kinney, who has been with the Hamil- 
ton Trust Company of Brooklyn for twenty-one 
years, has been made an assistant secretary of that 
institution. It has been the custom for a number of 
years to offer a prize of $25 in gold, known as the 
‘Cannon Prize,’ for the best written paper on a given 
subject by a member of New York Chapter. The 
subject this year, ‘New Business and Analysis of 
Accounts,’ should bring out some very good ideas 
for soliciting business and analyzing the accounts 
from the standpoint of profits to the institution. 
During the month of January the Chapter Forum 
was addressed by V. Gonzales of Gaston, Williams 
& Wigmore, Inc., who spoke on ‘Exchange in Trade 
and in Banking’; and A. P. Marsh, editor of the 
Economic World and formerly president of the New 
York Cotton Exchange, who spoke on ‘What New 
York Banking Lacks from the Point of View of 
World Finance and Commerce.’ On February 7, 
O. P. Austin, statistician of the foreign department 
of the National City Bank, addressed the Forum on 
the subject of ‘Geography and Commerce,’ and on 
February 21, G. A. O'Reilly, foreign trade repre- 
sentative of the Irving National Bank, will speak 
on ‘Business in the Far East.’ The Forum is to be 
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congratulated upon securing such worthwhile men 
to address it on subjects so vital to the banking 
world of today. A membership campaign is in full 
progress and already has shown splendid results, 
nearly two hundred new members having been se- 
cured. There is a keen rivalry among the consuls 
for first place and further sustantial increases are 
expected.” 


ACCORDING TO GEO. E. SENTENNE, Milwaukee 
Chapter is enjoying the biggest year in its history. 
The class in negotiable instruments started off with 
an average attendance of sixty. On November 24 
James J. Ennis, Master in Chancery, delivered a 
very interesting and instructive lecture on “For- 
geries.” Our year book just issued shows an active 
membership of 253; an increase of 45 over last year. 
We have this year taken up a supplemental course 
in “Loans and Investments,” securing as instructor 
Dr. Lorain Fortney, Professor of Economics and 
Finance at Marquette University, thirty-five mem- 
bers, a majority of post graduates, taking the course. 

TEAM WoORK.—No matter what your station in 
life, team-work, co-operation with your fellow work- 
ers will smooth the way. We are all striving to at- 
tain some goal, and whether it be work or play, 
hitch up with your mates and don’t kick. Put your 
heart into your work and you will be surprised to 
see how much smoother the rough road seems and 
how light the load.—Nepco Bulletin. 


E. K. SATTERLY, Institute graduate and expert 
bank examiner, has been elected president of the 
Franklin Savings Bank of New York. 

KEEP YOUR TROUBLES TO YOURSELF.—When you 
tell them, you are taking up the time of the man 
who is waiting to tell his—Anon. 

CHAIRMAN Proctor, Frank W. Bryant and Sec- 
retary Harrison of the Institute Committee on Pub- 
lic Affairs met in New York City, January 7, and 
discussed matters of considerable interest in the 
work of public affairs. A plan was formulated to 
obtain the co-operation of the chapters. The publi- 
cation of a pamphlet covering suggestions concern- 
ing getting the subject of banks and banking be- 
fore the public, together with outlines of short talks 
on banking were arranged for. The pamphlet will 
probably be in the hands of chapter presidents by 
the first of March. President McWilliam has ap- 
pointed Frank W. Bryant vice-chairman and M. 
W. Harrison secretary of the Committee on Public 
Affairs. It is hoped that all chapters will take an 
interest in this important work. 

_ SECRETARY ENSLIN of Buffalo Chapter has 
many interesting items to report, he states: “Our 
classes are being well attended and the enthusiasm 
of the members is as great as ever. At the meet- 
ing of our chapter forum on December 7, Mr. *Rea, 
of Kean, Taylor & Co., New York City, spoke on 
‘Classification of Bonds,’ covering the important 


factor of security in each classification. On Decem- 
ber 21, at our chapter forum meeting H. C. Zwetch, 
representative of A. B. Leach & Co., New York 
City, lectured on ‘Railroad: Bonds.’ Mr. Zwetch de- 
scribed the analysis of a railroad report and the 
factors of safety in railroad bonds. At our chapter 
forum meeting of January 18, Sydnor J. Tucker, 
vice-president of the Citizens Commercial Trust Co., 
Buffalo, read an interesting paper on ‘Public Utility 
Bonds,’ Mr. Tucker’s paper covered the subject of 
franchises. A number of our chapter members tried 
the examination for State bank examiner, and all 
were successful in passing. We take pride in an- 
nouncing that in competition with bankers of other 
cities in New York State, E. A. Duerr of the Peoples 
Bank of Buffalo, headed the list. The others follow 
in the order named: Messrs. A. J. Duerr, Carl W. 
Wenger, Godfrey F. Berger, Jr., Gordon Cleversly, 
and Harry G. Hoffman. We wish to announce 
that John J. Arnold, vice-president of the First 
National Bank, Chicago, Ill, will be one of 
the principal speakers at the annual banquet of the 
Chapter, to be held at the Hotel Statler on Saturday, 
February 10, at 6:30 Pp. M. On December 19 a de- 
bate took place in our Chapter Room on the follow- 
ing question: ‘Resolved that there are greater ad- 
vantages to a business man from an account with a 
bank organized under the New York State Banking 
Law than from an account with a trust company.’ 
The affirmative—Messrs. Rattray, Halm and Enslin, 
were given the decision over the negative—Messrs. 
Perger, Jr., Geser, and Hasselbauer. This debate 
was the first of its kind that has been given in 
Buffalo Chapter. More are coming. It develops 
speakers and men. Mr. Rattray, member of the 
Executive Council, will speak before the Mens Club 
of St. Ann’s Church on January 29. His topic will 
be ‘An Efficient Bank Account.’ A. L. Dutton, an in- 
stitute graduate, has been elected secretary, Bankers 
Trust Company of Buffalo.” 


SECRETARY Hace of Minneapolis Chapter writes: 
“The first half of the Minneapolis Chapter’s 1916-17 
educational year will come to a close with examina- 
tions in all classes during the third week in January. 
In many cases due perhaps.to the prizes or honors 
offered by local banks and bankers, there is an un- 
usual feeling of friendly rivalry between the stu- 


dents, each one trying for the highest marks. Com- 
petition of this kind always puts enthusiasm into 
the work and inspires the individual to study a little 
harder, think more clearly, analyze problems more 
thoroughly and to make each recitation as near per- 
fect as possible, thereby obtaining not only a good 
mark or perhaps a ‘prize,’ but most of all the feeling 
of being competent, the feeling of being qualified to 
fill the higher positions in the banking world. Our 
last regular meeting was held on November 8 at 
Dayton’s Tea Rooms. Our speaker, C. M. Corwin, 
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vice-president of Wells-Dickey Co. and a national 
authority on mortgage banking, chose for his topic 
‘The Federal Farm Loan Act.’ He analyzed and ex- 
plained this complicated and untried piece of legis- 
lation in a simple and straightforward manner that 
appealed to every one present. The next regular 
meeting will be held on February 7. This will be 
the annual nomination meeting and a full attendance 
is expected.” 


MINNEAPOLIS CHAPTER adds to the long grow- 
ing list of Institute promotions. The Institute seems 
to mean promotion: C. B. Brombach and K. M. 
Morrison were both appointed assistant cashiers 
First & Security National Bank. J. D. Husbands 
and F. S. Johnson were both made assistant cashiers 
Metropolitan National Bank. Frank J. Mulcahy 
was appointed assistant secretary Minneapolis Loan 
& Trust Co. W. E. Nudeck was made assistant 
cashier St. Anthony Falls Bank. Leonard Brenna 
and Roger Hume were both appointed assistant 
cashiers Northwest National Bank. John A. Jazeski 
was made assistant cashier Mercantile State Bank. 
P. J. Leeman was promoted from assistant cashier 
to vice-president First & Security National Bank. 


CAPTAIN ROBERT DOLLAR was elected an hon- 
orary member of Oakland Chapter by a unanimous 
vcte at the meeting of January 11, after he had de- 
livered a very interesting address on “Foreign Trade 
Necessary To Make Our Country Commercially 
Great.” After disposing of his principal topic Cap- 
tain Dollar devoted ten minutes to advising the 
young men on the essentials of success. An il- 
lustrated lecture on China will be given in Febru- 
ary by a traveler who has recently returned from 
the Orient. The banking class is still keeping to 
its record for good attendance. Plans are under 
way for the new membership campaign to be con- 
ducted during the month of February, as are also 
preparations for the annual banquet of the chapter. 

HARTFORD CHAPTER’S educational work has pro- 
gressed very successfully this year under the ieader- 
smp of educational chairman George F. Kane and 
his assistants. Arthur H. Cooley is in charge of 
the regular bank class. This class which has an 
enrollment of one hundred and two members and 
an average attendance of sixty is the largest bank 
class that has ever been held by Hartford Chapter. 
The members are very interested in the work and 
with the able instruction of Mr. Cooley are ad- 
vancing in the year’s work wonderfully. Our forum 
class has started, and judging by the attendance of 
the first meeting this branch of the educational work 
will not be in vain. Edward R. Barlow has charge 
of this division and if our members will take as 
much interest in this work as they did at the first 
class the forum class will be a success. The post- 
graduate work is in full swing. Mr. Kane, who has 
charge of this work, has engaged Professor Gustave 
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A. Kleene of Trinity College to lead the class. We 
have had one ar and the outlook seems to bé 
very encouraging for this class. On Friday eveniig, 
December 22, the annual adding machine contest was 
held in the chapter rooms before a large audience, - 
W. C. Bose, chairman of the contest, posted eighteen 
entries which certainly made an excellent race. The 
chapter record was broken by Raymond C. Gilnack 
who took the Burroughs Cup by listing one hun- 
dred checks correctly in 1:28 8/5 on the electric 
machine; L. A. Tobie took second prize. On the 
hand machine Victor I. Neilson received first prize 
and Calvin C. Bolles second prize. At our last chap- 
ter night we were entertained by Raymond C. 
Schindler, the New York detective, who spoke on 
the subject, “The Detection of Frauds.” Mr. Schind- 
ler, who has had prominent parts in some of the 
large cases in this country, both civil and criminal, 
gave uS a very good talk on how a detective works 
on his case uutil he has secured the conviction of 
the guilty one. The annual banquet will probably 
be held about March 6 this year, and our committee 
is hard at work under Chairman Allen H. Newton 
to make it the best we have had. 


THE EDUCATIONAL WorK of Rochester Chapter 
is centered principally in the class in banking. “We 
started with a membership of forty in this class,” 
continues President Wright, “and the attendance is 
maintaining a good average. The class in business 
English and public address, however, was not the 
success we had hoped for. The attendance has been 
somewhat better for the past few meetings. At an 
informal dinner of the Chapter at the Chamber of 
Commerce on January 18, Elliott C.’ McDougal, 
president of the Bank of Buffalo, gave a very inter- 
esting talk on ‘Banking and Politics.’ James F. 
Barker, president of the Mechanics Institute, also 
spoke on ‘The Application of Education to In- 
dustry.’ ” 


THE SEVENTH ANNUAL BANQUET of Boston 
Chapter, Thornton O. M. Fay reports, held on Jan- 
uary 16 at the Hotel Somerset, was a great success. 
Samuel MacRoberts, Executive Manager of the Na- 
tional City Bank of New York, spcke; his subject, 
“Russia.” Dr. H. Parker Willis, Secretary of the 
Federal Reserve Board, who organized the Philip- 
pine National Bank, told us about “Banking in the 
Far East.” Membership of Boston Chapter, Jan- 
uary 17, 1917, was seven hundred and twenty-five. 
The report of Committee on Stock Transfer Course 
was approved and President Rathbone appointed, 
and the Board approved, the following men to con- 
duct the course and arrange for printing the lec- 
tures: Henry C. Benner, chairman, Old Colony Trust 
Co.; Leo W. Haegle, New England Trust Co.; F. L. 
Maraspin, Old Colony Trust Co. The special com- 
mittee appointed to consider a comprehensive Edu- 
cational Course have met and a plan of educational 
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work for Boston Chapter has been agreed upon. 
The Post-Graduate Class met at the Merchants 
Bank January 17 and Alfred L. Aiken, Governor of 
the Boston Federal Reserve Bank, talked to them 
on “The Settlement of Balances Between Federal 
Reserve Banks.” At the February meeting F. H. 
Curtiss, Federal Reserve Agent will preside, and 
his subject will be “Bankers’ Acceptances.” Arthur 
J. Smith, member Boston Chapter, formerly of the 
National Union Bank, has been appointed treasurer 
of the Stoneham Trust Co., Stoneham, Mass. J. 
H. Holian, member of New York Chapter, and once 
of the National Bank of Commerce, N. Y., has ac- 
cepted a position in the Foreign Exchange Depart- 
ment of the Old Colony Trust Co. this city. 
CLEVELAND CHAPTER on January 23, 1917, con- 
cluded the celebration of the fifteenth anniversary 
of its existence, writes H. W. Herrick. During its 
first year of life it undertook with zeal the ‘educa- 
tional work for which the organization was formed, 
conducted local classes, and met its sister chapters in 
debate and discussion, and has maintained these and 
similar activities ever since. It has the distinction 
of having entertained the first National Convention 
of chapters, which was held in Cleveland during 
September, 1903. During its entire career, Cleve- 
land Chapter has been a loyal supporter of the 
National organization, has always sent large dele- 
gations to the conventions, and has taken a promi- 
nent part in the general activities of the Institute. 
The week of January 16-23 was chosen as fifteenth 
anniversary week. The opening festivity was given 
at the Elks’ Club, where the “Annual Stunt Night” 
of the chapter took the form of an entertainment 
and vaudeville, given entirely by local talent among 
the bankers. On Thursday evening, the 18th, a bowl- 
ing party and reception was given at Helm’s Bowl- 
ing Alleys, where sixteen representative bank teams 
of the chapter are conducting a most successful and 


enthusiastic bowling league contest for a silver cup. 

The grand finale of the week’s festivities was a 
banquet and dance given at Hotel Statler on the 
evening of January 23. Besides having prominent 
local speakers, Cleveland Chapter felt very much 
honored by the presence of Geo. E. Allen and H. E. 
Hebrank, of the national organization. C. W. Stans- 
bury, our president, acted as toastmaster, and intro- 
duced our Educational Director, who spoke on the 
subject, “Our Aim.” Dr. W. A. Scullen, Chancellor, 
Diocese of Cleveland, next addressed us on “Moral 
Preparedness.” This was followed by an address by 
P. J. Slach on “Our Past.” Mr. Slach reviewed very 
interestingly the history of the chapter from its 
birth to the present year. He was one of the charter 
members, and has been very active in its growth and 
progress since its inception. H. E. Hebrank, of 
Pittsburgh, member of the executive council of the 
A. I. B., delivered the message of the national or- 
ganization in a talk on “Our Future.” He spoke of 
the crying need in the banking profession today of 
men who can think; men who have the ambition and 
progressive spirit to educate themselves in the many 
problems confronting the banker and business man 
of this progressive era. Cleveland Chapter feels 
very proud in having established the record of in- 
creasing her membership 100 per cent. since the be- 
ginning of this chapter year. Chairman Fairbanks 
announced at the banquet that after a campaign of 
ten days he is glad to report a total of 350 new mem- 
bers, making a present grand total of 705 members. 
The first of the year brings about the usual promo- 
tions of chapter members of the A. I. B. Among 
others may be cited, Chapter President Stansbury, 
elected secretary of the Garfield Savings Bank; 
R. P. Sears and Mr. Church elected cashier and as- 
sistant cashier respectively of the Cleveland Na- 
tional Bank; and Mr. Carlton, of the Guardian 
Bank, formerly a teller, elected assistant treasurer. 


GREENBACKS IN BILLS OF SMALL DENOMINATION 


As a means of meeting the increasing demand 
for one and two dollar bills the Treasury Depart- 
ment has decided to issue United States notes and 
treasury notes, commonly known as greenbacks, in 
this form. Greenbacks of the larger denominations 
will be cancelled and the smaller bills will be issued 
in their stead, thus keeping the total amount of this 
form of currency at the point where it has been since 
1890. The law requires that greenbacks be re-issued 
as soon as they have been redeemed and the so- 
called Gold Standard Act of 1900 places back of 
them a reserve of $150,000,000 in gold. If this re- 
serve fund falls below $100,000,000 the Secretary of 
the Treasury is authorized to issue and sell bonds in 
order to secure means for its restoration. 

It is the law which requires the re-issue of 
greenbacks which has caused the objection to their 
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continuance as a part of the currency system. Since 
1890 it has cost the United States much more than 
the amount of the whole issue to keep them at a 
parity with gold. 

The objection to the issue of greenbacks in bills 
of small denominations will be based on rules of 
economy as well as on a desire to have a uniform 
currency system. If the present issue is split into 
bills of small denominations the cost of re-issuing 
them will be increased and the wear will be greater. 
The tendency will be to give this currency element 
a classification with subsidiary coin. It will be in a 
form that is desired for the convenience of the pub- 
lic, and with this excuse to justify continued exist- 
ence it is doubtful if the greenbacks will ever be re- 
tired. A simpler way might have been found to 
provide one and two dollar bills. 
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MEMBERSHIP CHANGES 


REPORTED FROM JANUARY 1 TO JANUARY 25, 1917 


The membership of the Association is now over 16,100. There are frequent changes which come about through con- 


solidations, mergers, liquidations, etc. 


The General Secretary of the Association would appreciate receiving from mem- 


bers notice of any changes which occur, for the purpose of keeping the membership list correct and giving publicity 
through the columns of the Journal-Bulletin. 


Arkansas 


Florida 
Illinois 


.. 


Louisiana 


Maine 


Massachu- 


setts ..... 


Michigan 


Arkansas 


California 


. Little 


Rock..Central Bank and Trust Co. suc- 
ceeded by Central Bank. 


Jacksonville. Heard National Bank closed. 


Mt. 


Beecher 


Carroll.. Carroll 


County Bank succeeded 
by Carroll County State Bank. 


... First National Bank succeeded 
by Farmers State Bank. 


Forest City.. Forest City Bank succeeded by 


Howell 


Storm 


Newport ... 
.. Baton 
Rouge 


Rockland 


. Holyoke 


.. Redford 


Forest City State Bank. 


Farmers and Citizens Bank is 
now listed under Evansville. 


Lake. Security Bk. changed to Security 
Trust and Savings Bank. 


.Cave City...H. Y. Davis Nat. Bank succeeded 


by H. Y. Davis State Bank. 


. Citizens Commercial and Savings 
Bank succeeded by Citizens 
Bank and Trust Company. 


. Capital City Bank succeeded by 
Mercantile Bank. 


. Rockland Trust Co. merged with 
Security Trust Company. 


-Home Nat. Bk. and Hadley Falls 
Nat. Bk. consolidated as Had- 
ley Falls Trust Co. and Hadley 
Falls Trust Co., Main and 
Dwight Sts., Branch. 


Peoples Bank succeeded by Peo- 
ples State Bank. 


Bank of Andalusia, Andalusia 


gained). 


(re- 


Bank of Chandler, Chandler, (regained). 


Bank of De Queen, De Queen (regained). 
Bank of Hampton, Hampton (regained). 
Farmers and Merchants Bank, Reyno. 


First National Bank, Heber. 

First Bank of Hermosa Beach, Her- 
mosa Beach (regained). 

Antelope Valley Bank, Palmdale. 

Bank of Woodland, N. A., Woodland 
(regained). 


Citizens National Bank, Akron. 
Colorado State Bank, Haswell. 


Bank of Jasper, Jasper (regained). 

Baker County State Bank, Macclenny 
(regained). 

Bank of Monticello, 
gained). 


Monticello (re- 


Minnesota 


Mississippi 


Montana .. 


Nebraska 


. Gulfport 
.. Choteau 


Pierce 


.. St. Bont- 
facius 


... State Bk. of St. Bonifacius suc- 
ceeded by Farmers State Bk. 


....Bank of Commerce in liquidation. 


.... Hirshberg Brothers succeeded by 
First National Bank. 


Pierce County Bank succeeded 
by Cones State Bank. 


New York... Johnson 


Caro- 


Ports- 
mouth 


Tennessee 


Tarboro 


First Nat. Bk. of Lestershire suc- 
ceeded by Workers Trust Co. 


Pamlico Ins. and Bk. Co. suc- 
ceeded by Pamlico Savings and 
Trust Co. 


Girard Savings and Banking Co. 
succeeded by Trumbull Sav- 
ings and Loan Co. 


.-Security Savings Bk. and Trust 
Co. succeeded by Security Bk 


.. Murfrees- 


Citizens Trust Co. succeeded by 
Citizens Bk. and Trust Co. 


Virginia ....Charlottes- 


ville 


Wisconsin 


Wyoming ... Lovell 


Georgia 


Illinois 


..Mauston ... 


Nat. Bk. consolidated 
with Peoples Nat. Bk. 


- Juneau County Bk. succeeded by 
Juneau County State Bk. 


Lovell State Bank succeeded by 
First National Bank. 


NEW AND REGAINED MEMBERS FROM JANUARY 1 TO 25, 1917, INCLUSIVE 


Shadburn Banking Co., Buford. 
Sank of Chatsworth, Chatsworth 
gained). 
Bank of East 
gained) 
Merchants & Farmers Bank, Jesup 
gained). 

Bank of 
gained). 

Bank of Stockbridge, Stockbridge 
gained). 

Farmers & Merchants Bank, Sylvester 
(regained). 

Planters & Merchants Bank, Warren- 
ton (regained). 

Yatesville Banking Co., Yatesville. 


(re- 


Point, East Point (re- 


(re- 
Plainville, 


Plainville (re- 


(re- 


.. First State Bank. Beecher. 


H. Claussenius 

gained). 

Illinois State Bank, Crete (regained). 

Highiand Park Trust & Savings Bank, 
Highland Park. 

Lacon State Bank, Lacon. 


& Co., Chicago (re- 


i 
= 
= 
.......) 


February, 1917 
Indiana ......+seeeState Bank of Lima, Howe (regained). 
Farmers Bank, Plainville (regained). 
Farmers Bank, Wingate (regained). 
Savings Bank, Arthur (re- 
gained). 
Farmers Savings Bank, Center Point 
(regained). 
Farmers Savings Bank, Clermont (re- 
gained). 
First National Bank, Lenox (regained). 


Towa 


.. Citizens State Bank, Argonia. 

Beloit State Bank, Beloit. 

Cambridge State Bank, Cambridge (re- 
gained). 

Union State Bank, Clay Center (re- 
gained). 

Home State Bank, Clearwater. 

Codell State Bank, Codell (regained). 

Copeland State Bank, Copeland. 

Culver State Bank, Culver. 

Goddard State Bank, Goddard. 

State Bank of Leon, Leon (regained). 

Mound Valley State Bank, Mound 
Valley (regained). 

First National Bank, Olathe (regained). 

Farmers & Merchants State Bank, 
Pawnee Rock (regained). 

Sparks State Bank, Sparks (regained). 

Ford County State Bank, Spearville (re- 
gained). 


--»Calvert Bank, Calvert City. 

Kentucky National Bank, Catlettsburg 
(regained). 

Bank of La Center, La Center. 

Fayette National Bank, Lexington (re- 
gained). 

Citizens National Bank, 
(regained). 


First National 
gained). 
Bank of Hampden, Baltimore. 
Mercantile Savings Bank. Baltimore. 
Savings Bank of Nanticoke, Nanticoke. 


Kentucky 


Winchester 


Maryland Bank, Aberdeen (re- 


Massachusetts Cape Ann Savings Bank, Gloucester. 

Brook Park State Bank, Brookpark. 

State Bank of Cobden, Cobden (re- 
gained). 

First State Bank, Hanley Falls. 

Farmers State Bank, Judson. 

Central State Bank, Minneapolis. 

Farmers State Bank, Murdock. 

Rice State Bank, Rice. 

State Bank of Rose Creek, Rose Creek. 


Security Bank, Amory (regained). 

Corinth Bank & Trust Co., Corinth (re- 
gained). 

Bank of Leakesville, 
gained). 

Vaiden Bank, Vaiden (regained). - 


Minnesota 


Leakesville (re- 


Missouri - Peoples Bank of Bevier, 


Bevier (re- 
gained). 


Farmers & Merchants Bank, Cape Gi- 


rardeau. 
Peoples Bank, Cardwell (regained). 
Bank of Houston, Houston. 
The Milan Bank, Milan (regained). 
Mechanics Savings Bank, Moberly (re- 
gained). 
Bank of St. James, St. James. 
First National Bank, Versailles. 


‘First National Bank, Carlyle. 
First State Bank, Geyser. 
Glendive State Bank, Glendive. 
First National Bank, Intake. 
Farmers State Bank, Lambert. 
First National Bank, Ronan. 
Sidney National Bank, Sidney. 


Montana 


Nebraska Harbine Bank, Fairbury (regained). 

Central National Bank, Kearney (re- 
gained). 

Exchange Bank, Ong. 

Security State Bank, Osmond. 

Third State Bank, Wood Lake. 


Bank of California, N. A., Virginia City. 
First National Bank, Belleville (re- 
gained). 


First National Bank, Milltown. 


Nevada 


New Jersey 
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New Merico....,.... First National Bank, Carrizozo. | 
Bank of Tyrone, Tyrone. 


The Citizens Bank, Attica. 
Bankers ‘Trust Company, 
Branch, Buffalo. 


Central 


Greensboro National Bank, Greensboro 
(regained). 

First National Bank, Lumberton (re- 
gained). 


North Dakota......Security State Bank, Karlsruhe (re- 
gained). 
First National Bank, Bethel (regained). 
Bellevue Savings Bank Co., Bellevue. 
Noble County National Bank, Caldwell 
(regained). 
Mohawk German Banking & Savings 
Co., Cincinnati. 
First National Bank, Defiance. 
State Savings Bank Co., Oberlin. 
Orwell Banking Co., Orwell (regained). 
Peoples Savings Bank, Zanesville (re-. 
gained). 
Oklahoma 


Oklahoma State Bank, 
gained). 


Douglas State Bank, 


gained). 

Citizens State Bank, Fairland (re- 
gained). 

New Wilson State Bank, New Wilson. 

Sand Springs State Bank, Sand Springs 
(regained). 


Davis :(re- 


Douglas (re- 


Citizens State 
gained). 


Bank, Metolius (re 


Russell National Bank, Lewistown (re- 
gained). 

Peoples National Bank of Patterson 
Mifflin (regained). 

First National Bank, Williamsburg (re- 
gained). 


South Carolina 


Bank of Branchville, 
gained). 


Branchville (re- 

National Loan & Exchange Bank, 
Greenwood (regained). 

Peoples Bank, Scranton (regained). 


South Dakota...... Corsica State Bank, Corsica. 
Security State Bank, Dante (regained). 
Tennessee Bank of Blount County, Maryville (re- 
gained). 
First National Bank, Tullahoma (re- 
gained). 


First State Bank, Eastland (regained). 

Liberty State Bank, Liberty (regained). 

First National .Bank, Mertzon (re- 
gained). 

Farmers State Bank, Shiro (regained). 


Commercial Bank, Spanish Fork (re- 
gained). 


Vermont 


Barton Savings Bank & Trust Co., 
Barton. 


Virginia .-.Parksley National Bank, Parksley (re- 
gained). 


American Security Bank, Kennewick. 

Central Bank & Trust Co., North Ya- 
kima (regained). 

North Side State Bank, Seattle. 


Berkeley 


Washington 


Bank of Berkeley Springs, 
Springs. 


Wisconsin .......- . First National Bank, Blair. 

Jefferson County Bank, Jefferson (re- 
gained). 

Merchants & Farmers State Bank, Mil- 
waukee. 

Citizens State Bank, Trempealeau. 

mena Bank of Union Grove, Union 

rove. 


West Virginia 


..Canadian Bank of Commerce, Many- 


berries, Alberta. 


New Yotk.......... 

Canada .......-. 
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